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RURAL AREA REVITALIZATION ACT OF 1987; 
AND THE RURAL DEVELOPMENT REORGANI- 
ZATION ACT OF 1987 



TUESDAY, MAY 19, 1987 

House op Representatives, 
Subcommittee on Conservation, Credit, 

AND Rural Development, 
Committee on Agriculture, 

Washington, DC, 
The subcommittee met, pursuant to notice, at 9:35 a.m., in room 
1302, Longworth House Office Building, Hon. Ed Jones of Tennes- 
see (chairman of the subcommittee) presiding. 

Present: Representatives Tallon, Evans, Stallings, Penny, Nagle, 
Jontz, Coleman, Gunderson, and Grandy. 
Also present: Representative Johnson, member of the committee. 
Staff present: Phillip L. Fraas, counsel; Charles R. Rawls, associ- 
ate counsel; Vemie Hubert, assistant counsel; John E. Hogan, mi- 
nority counsel; Glenda L. Temple, clerk; Robert A. CashdoUar, 
James W. Johnson, Jr., Bernard Brenner, James R. Lyons, and 
Susan Adkins. 

OPENING STATEMENT OF HON. ED JONES, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF TENNESSEE 

Mr. Jones of Tennessee. Good morning. The Subcommittee on 
Conservation, Credit, and Rural Development will come to order. 

We have a rather long agenda today of witnesses. We're proud of 
those who are here, and we're very anxious, indeed, to hear them 
on this very vital subject in which this subcommittee is very much 
interested. 

After I read my statement, Fm going to yield to Congressman 
Coleman, the ranking minority member of the subcommittee, who 
is at the witness table now, for his statement, and then we'll start 
with the witness group. If he's here, the Honorable Vin Weber, 
Member of Congress from Minnesota, will be the first witness. If 
not, we'll take the Honorable Peter Myers. 

Today's hearing opens a new agenda for the subcommittee this 
year. Both Mr. Coleman and I are deeply interested in what's been 
happening to our rural communities. Following on the heels of the 
agriculture recession we have witnessed a serious stagnation and, 
in some cases, a virtual collapse of the economy in some rural 
areas. 

This has happened while the administration has made an all-out 
assault over the past 6 years on rural nonfarm programs at the De- 

(1) 
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partment of Agriculture. The budgets of the Rural Electric Admin- 
istration, the Farmers Home Administration's Water and Sewer 
Program, the housing programs and business and industry pro- 
grams have been seriously slashed. 

However, we may now be entering a new era of concern, both 
within the administration and the Congress. Congressman Coleman 
and I have introduced separate rural development bills and, addi- 
tionally, we have cosponsored each other's bills in order to illus- 
trate our mutual commitment to dealing with this issue. 

I understand the White House has had a task force working 
toward some type of rural development initiative and numerous 
groups and associations have been developing ideas and proposals. 

Today I would like to get some discussion of my bill, H.R. 1800, 
the Rural Area Revitalization Act. The act makes use of a relative- 
ly new financial assistance tool in the Federal catalog, the Rural 
Development Loan Fund or RDLF. This fund, authorized under the 
credit title of the 1985 farm bill, makes loan capital and technical 
assistance available to rural business people through nonprofit 
agencies dedicated to rural development. In using such private 
sector groups, the act avoids expanding the Federal staff required 
to deliver local services and provides room for innovation unen- 
cumbered by Federal red tape. 

The Rural Area Revitalization Act builds on the promise of the 
RDLF in several ways: 

No. 1, it authorizes the expansion of the capital available for re- 
lending through public and private nonprofit corporations, includ- 
ing cooperatives, by $20 million per year. The terms and conditions 
currently applicable to the RDLF would apply to these funds as 
well. 

No. 2, it authorizes a complementary grant program of $25 mil- 
lion per year for business capital and public improvements which 
would support the present RDLF lending activity. 

Three, it authorizes a new grant program to support the work of 
local private nonprofit and public development agencies in search- 
ing out new business opportunities and helping existing and pro- 
spective entrepreneurs to take advantage of them. This program is 
authorized on a pilot basis for the next 5 years, at a level not to 
exceed $25 million per year. 

In addition, the Rural Area Revitalization Act would provide a 
new source of innovation in a longstanding, successful Federal 
effort to provide essential services — safe, affordable drinking water 
supplies — to rural communities. The act authorizes a $10-million-a- 
year program to explore new ways to meet the needs of geographi- 
cally isolated and low-income rural residents whose needs are not 
readily met by the construction of central public water supply 
system facilities. 

I look forward to any criticisms or suggestions for impi'oving this 
fairly minor initiative as well as our witnesses' suggestions for de- 
veloping a more comprehensive rural development policy. 

With those remarks. Til close and recognize Congressman Tom 
Coleman, who is at the witness table. 

[H.R. 1800 and H.R. 2026 appear at the conclusion of the hear- 
ing.] 
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STATEMENT OF HON. E. THOMAS COLEMAN, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF MISSOURI 

Mr. Coleman. Mr. Chairman, thank you very much. Fm chang- 
ing my seat here for the moment to become a witness before our 
committee. 

My colleagues on this panel and I know oftentimes we sit there 
and wonder how these witnesses can have so much information to 
impart to use, and yet when I started putting down my own com- 
ments and thoughts, this is definitely going to run probably more 
than 5 minutes, but not too much longer. I ask the indulgence of 
my colleagues. 

I am pleased to testifv today because of an issue which I think is 
very critical, and thats rural development, and specifically, Mr. 
Chairman, to address the bill that I have introduced, along with 
your cosponsorship and those others on the committee, H.R. 2026. 

As we know, 2 years ago those of us on the House Agriculture 
Committee spent literally hundreds of hours coming up with a new 
1985 farm bill and a farm agricultural policy for this country for 
the next 5 years. While parts of that bill are working, other parts 
of it are not. Regardless of your own philosophy or viewpoints on 
what you think might be in an agricultural policy, the fact remains 
that what we did was essentially pass a traditional agricultural 
policy. A traditional policy of set-asides and price supports might 
have legitimately served as a rural policy also in the 1930's, but in 
the 1980's I think that it does not and that we need more as far as 
rural policies go. 

If you look back into the 1930's, at that point in time a quarter of 
our population actually lived on the farm and the majority of 
people who lived in rural areas lived on the farms. As we know, 
less than 3 percent of the population today is farmers, and yet I 
think the surprising statistic is that we have almost 25 percent of 
our total population in this country living in rural communities. 
Simply put, the traditional farm policies of the past are too narrow 
to address the complex economic and social problems facing rural 
Americans today. 

Mr. Chairman, as I started putting together this rural develop- 
ment initiative, it became obvious to me that there is a mindset in 
this country, in this town really and capital city of Washington, 
and that is that there is a problem in rural America and it must 
deal with agriculture and therefore must be solved by agriculture. 

Fm not necessarily sure that's the case. I think what we really 
see is a whole new set of circumstances, and the conclusion that I 
derive from that is that the farm crisis does not end at the farm- 
gate. We, in fact, have a rural community crisis today which is af- 
fecting every sector of our rural economy and lifestyle from its 
schools to its health care services to shops on Main Street. 

I think in order for us to really address these problems we have 
to do something new, different, and nontraditional. We need to 
throw off our blinders here in the Congress and look beyond the 
farm to the farm families. So often we are caught up with actually 
trying to derive a policy here for the family farm that we've practi- 
cally lost sight of the people who occupy those farms and that of 
course is the families involved who are going through some tremen- 
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dous economic and social and emotional stress in these communi- 
ties. They need compassionate, humanitarian assistance that they 
just C€m't get from traditional farm agricultural programs. 

If these families and communities are going to survive in the 
1990's, and there are definitely some studies showing that towns of 
1,000 or fewer people are not going to survive into the 1990's, then 
we need to have a national ruraJ development policy that's de- 
signed to meet the specific needs of rural America. 

It was a fellow Missourian who once said — it was Mark Twain, 
Mr. Chairman — he said: if you put all of your eggs in one basket, 
be sure and watch that basket. I think that's what we've seen here 
in rural areas. Traditionally, agriculture has been the basket we've 
put all of our eggs in and that's a fragile basket today. 

What we need to do is diversify as well and to plan for and do 
and make transitions into a diversified economy with economic de- 
velopment. 

I think most of our colleagues here in the Congress are certainly 
aware of the urban poverty that we have in this country and have 
experienced in the past. But I don't believe they fully comprehend 
the poverty in rural America. The fact is that while we only have 
24 percent of the population of the United States, at least by 1985 
census data we also have 38 percent of the Nation's poverty; 67 
percent of the Nation's substandard housing; and a higher unem- 
ployment rate than in urban areas of this Nation. Our per capita 
income in farm counties has fallen from 91 percent of that of met- 
ropolitan areas in 1973 down to 76 percent of that standard in 
1984. 

Because of the falling in my area, dramatic fallings of values of 
agricultural farmland, we have seen the tax base erode for many of 
our local communities as well. Those local governments now are in 
many cases unable to provide the basic community services which 
are necessary. They are, in fact, trying to plug the dike by sticking 
their fingers in it, and now the dike itself is eroding away. 

More alarming statistics are the underemployment that we see 
in rural communities, and that would take into account part-time 
workers as well as substandard s^daries. If you take those into ac- 
count, you can see that because of the relative isolation that rural 
workers face, as well as unlikely to find new job opportunities, they 
are hiring below their standards of where they could be. They are 
also unemployed for longer periods of time in rural communities. 
Therefore, we see a higher underemployment statistic in our rural 
communities. 

I won't go over subjects that this committee is very familiar 
with — about foreclosures on banks and failed banks and businesses. 
We all know those in our districts. But let me just say that many 
people are leaving rural communities because they are voting with 
their feet. They are choosing not to live in rural communities be- 
cause there's no economic viable job alternatives. 

Between 1983 and 1985 we've seen the population of nearly half 
of our rural agriculture-oriented counties decline. Unlike the work- 
ers that preceded them from the farm who have moved to the cities 
to have a semiskilled job, these are people who are leaving farm 
communities today to go to big cities and find that they're having 
to accept lower paying service jobs and they're being turned away 
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from higher paying jobs that require more skill and technical 
knowledge. 

It's estimated that 2,100 farmers leave the farm every week. In 
my own State of Missouri 102 farmers quit each week. 

To address the complex problems of rursd America to restore its 
viability, Congress must develop a national rural policy. The rural 
development initiative that I have drafted and introauced, along 
with you and other members of this committee, is a blueprint for 
that policy. It addresses the human side of the equation of the farm 
crisis and offers a realistic strategy to strengthen and rebuild rural 
economies. 

Specifically, H.R. 2026 is one of the four legislative proposals in 
our rural development initiative. The main provisions of this bill 
that we have before us today, first of all, creates a Rural Develop- 
ment Administration, a lead agency, if you will, to coordinate all of 
the activities and a better, efficient management of programs that 
impact rural communities. 

Mr. Chairman, we went to the General Accounting Office and 
asked them how many programs actually impact rural areas. Thev 
didn't know. We picked up a couple of books and thumbed through 
them and looked at some of the programs that we knew impacted 
rural areas and found that there were 220 or more programs that 
we have in the Federal Government that impact rural communi- 
ties. They're administered by 20 different agencies, and fewer than 
40 of them are actually admmistered by the current USDA. 

What we're trying to suggest is that there are a lot of things out 
there that need to be coordinated and better delivered, and that's 
why we are proposing creating the Rural Development Administra- 
tion — to be the advocate of rural America and to manage better 
and more efficiently the programs that we even have today. 

We're also proposing to reflect the new mission, the comprehen- 
sive mission, of the new Department of Agriculture by naming it 
the Department of Agriculture and Rural Development. 

We're asking the General Accounting Office, incidentally, to 
make a thorough survey of all of these programs currently outside 
the jurisdiction of the Department of Agriculture, asking them to 
report back to us and Congress, to let us know about the efficacy of 
transferring many of these activities that are outside the frame- 
work of USDA to the new Rural Development Administration. 

We foresee this lead agency administering two block grants that 
we're providing for. One of them is called the Investment and In- 
centive block grant, which basically will provide seed capital to 
communities for rural economic development activities and encour- 
age private sector development as well. 

The other block grant, which we call the Infrastructure block 
grant, works because of the erosion, as I alluded to earlier, of many 
of the very basic services in rural communities — going without 
roads and bridges and utility extensions, waste water and supply 
facilities, all of which are very standard and necessary if you're 
going to attract businesses into a community. 

The next thing that the RDI does is establish rural technology 
and training centers. We envision these to be linked up with uni- 
versities and nonprofit organizations that will focus their attention 
on new products, new marketing techniques, and new processes to 
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take the place of some of the agricultural activities that are being 
transitioned out under this new wave that we're going through. 

Mr. Chairman, we have a very strong land grant college system 
in this Nation. Its mandate has been to help the farm community 
come up with some of the best ways of farming in the world. They 
have been very successful in that. They have been so successful 
that we have production now so much that it has become a prob- 
lem. 

What I would like to see and what Fm suggesting with the rural 
technology and training centers is to take some of this intellect and 
intelligence that has been able to create hybrid seeds that produce 
such massive quantities of surplus crops and transfer it into the 
processes of coming up with new ideas of what we can do in rural 
areas other than traditional agricultural, so that people can live in 
rural communities and raise their families in the future. 

We are proposing to create agricultural action centers. These 
would be one-stop service areas for counseling, information, and job 
training for farm families — some place the families can go without 
getting shuffled around to various agencies. We will hear from wit- 
nesses later on who have had experiences in this because this con- 
cept of agricultural action centers is really built upon the amend- 
ment that I placed in the 1985 farm bill which is known as section 
1440, which does provide some immediate job training and counsel- 
ing services today. 

We were able to get funding for three demonstration projects in 
Iowa, Nebraska, and Missouri, and we will hear from some of the 
people today that have participated in the 1440 program that we 
want to build upon by making new agricultural action centers. 

These emergency services are necessary, Mr. Chairman, because 
we know that it is going to take some time to get us out of the 
problems that we're in today and, as a result, families need to have 
some place that they can turn to. 

There are a lot of things going on in rural areas. In the State of 
Missouri we have people who are nonprofit, charitable, or self-help 
groups that are trying to help farm families cope. They range from 
church organizations to structures set up by the State government 
to individual farm groups who are trjdng to help. All of them are 
counseling and trjdng to help these families in this very difficult 
time. 

Some things that might work in Tennessee we don't know about 
in Missouri, and some things that might work in Wisconsin may 
work in Iowa. We need to have a kind of communication system set 
up, and we're proposing a national clearinghouse to be able to for- 
mulate and provide assistance throughout this Nation and tell each 
other what is working and the services that are available through 
various segments of the government. Federal and State and local, 
as well as charitable and volunteer organizations. 

We also propose to establish a special assistant to the President 
to assist and advise the executive branch to make recommenda- 
tions in order to improve and enhance the rural development pro- 
grams that we have on the books and that we are creating. 

Mr. Chairman, very briefly, let me go over two additional bills 
that I've introduced that are not assigned to our committee which 
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are very much an important part of the rural development initia- 
tive. 

First of all, I think the Federal Government can be part of the 
solution, and that is to locate Federal facilities where applicable to 
and in rural areas and procure goods and services from rural ven- 
dors, much like we have the setaside for small business today in 
that defense appropriation bill. We need to also have that for rural 
businesses as well. 

I visited with Mr. C!ombest at one time about this particular sub- 
ject matter, and he said in his district there was a contract where a 
company had to build targets for target practice for the army — not 
too sophisticated equipment, Fm sure, but it put people to work in 
that community. I think that's very important. If we could just get 
a little piece of that action designated for rural areas, I think it 
would be of great assistance. 

I note that Federal facilities, not the ones that have to service 
the public in person, for example — those obviously have to be 
where the centers of population are — but there are manv places in 
this Nation that could utilize kejrpunch and clerical help and uti- 
lize the technology that we have today through satellites and com- 
puterization to be able to do many of the things that are now done 
in urban areas. I would in my other bills provide a framework for 
working with the Government in trjdng to locate those facilities 
out there. 

Citibank, which is the largest bank in the United States, has 
moved its entire credit card operation out of New York City to 
South Dakota. They have done that for a number of reasons, but 
what's important is that it is putting hundreds of people in South 
Dakota to work that would not have had that opportunity. I think 
that the Federal Government can come up with some creative ways 
of transferring some good jobs outside some of our urban areas as 
well. 

Finally, Mr. Chairman, the real future lies with our young 
people, as we know. We see too many of our youngsters leaving 
rural communities, either going away to college or going away to 
the city to seek employment, and, frankly, never coming back. The 
population of our rural communities is gra3ring and getting older. 
We're not replenishing the supply of leaders in many of these com- 
munities. 

I'm proposing to try to change that by, one, providing the great- 
est access to our youngsters in rural high schools to provide them 
information about how to go to college, how to apply to college, 
how to take entrance examinations to those schools, how to seek 
student assistance— Federal and State and scholarships, and work- 
ing with volunteers in that local community to provide employ- 
ment and a shoulder to lean on, if you will. Then I hope that we 
will be able to stimulate these youngsters to go away and to be able 
to get as much information and knowledge as possible, but, more 
importantly, to come back to that community and serve as a leader 
in the 1990's and beyond, and help us solve these problems that 
have been created over the last 10, 15, or 20 years. We call that 
program ACCESS. It's assigned to the Education and Labor Com- 
mittee, and I'm very excited about the possibilities of this program, 
Mr. Chairman, for the future of rural areas. 
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The rural development initiative has received bipartisan support, 
widespread bipartisan support, Mr. Chairman. You and other lead- 
ing Democrats have joined myself and other Republicans — 53 of us 
now are sponsoring the rural development initiative. 

I look forward to working with you and with others on this com- 
mittee and in the Congress to provide the basis of what I think is 
going to be a strong rural economy in the future if we can pass 
some of these legislation. 

I thank you for your cooperation in the past and look forward to 
working with you on your legislation as well as we try to develop a 
really coherent policy for rural Americans. 

[The prepared statement of Mr. Coleman appears at the conclu- 
sion of the hearing.] 

Mr. Jones of Tennessee. Thank you very much, Tom, for a very 
splendid statement. I look forward to reading the prepared state- 
ment following our hearing here today. 

Where are the other bills? Are they in Education and Labor? 

Mr. Coleman. The one is in Education and Labor; one is in Gov- 
ernment Operations; and the other one is in Small Business. 

Mr. Jones of Tennessee. Can you recall the numbers of those 
bills just offhand? 

Mr. Coleman. They're sequential, so I think they're H.R. 2026 
and 27 and 28 and 29 probably. There's four altogether. 

Mr. Jones of Tennessee. Four bills altogether? 

Mr. Coleman. Yes. 

Mr. Jones of Tennessee. OK. If there are no questions, I hope 
you'll come back up here and take your seat. 

Mr. Coleman. I surely will. 

Mr. Jones of Tennessee. I think we're going to hear some testi- 
mony today that's going to be veiy helpful to this subcommittee in 
doing some of the things that without a doubt should have been 
done some time ago for more protection and more support for our 
rural communities. 

The Honorable Vin Weber? We're delighted that you're here, 
Vin. We are pleased that you have the interest in the work that 
this subcommittee is trying to do for the rural communities. I know 
that you're deeply involved and concerned. 

You may proceed. 

STATEMENT OF HON. VIN WEBER, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MINNESOTA 

Mr. Weber. Thank you, Mr. Chairman. 

Mr. Chairman, I am here to testify on behalf of Congressman 
Coleman's initiative, H.R. 2026, as well as other rural development 
initiatives. 

I know that the subcommittee has spent a great deal of time on 
this issue, and Congressman Coleman is certainly the foremost 
expert in Congress on it. Realizing that you have a lengthy sched- 
ule of witnesses today, I would ask that my testimony be submitted 
in the subcommittee record, and I will summarize my remarks. 

Mr. Jones of Tennessee. We're very pleased that you will sum- 
marize. Your statement will be made a part of the record. 

Mr. Weber. Thank you, Mr. Chairman. 
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First of all, Mr. Chairman, I want to commend both you. Chair- 
man Jones, and Ranking Minority Member Coleman, as well as all 
the members of the committee, for their leadership on this critical 
issue. 

My district in southwestern Minnesota is by some measurements 
the most rural congressional district in the country. The largest 
community in my district is less than 15,000 people. I don't have 
any of the large metropolitan centers such as Congressman Grandy 
has with Sioux City. All my towns are pretty small. I come myself 
from the community of Slayton, Minnesota with a population of 
2,300 people, or a little less than that actually. I feel very keenly 
the need for a strong emphasis on rural development in this Con- 
gress and in this subcommittee. 

As I have said, my testimony addresses some of the specific Cole- 
man initiatives which I have had the privilege of working on for 
over a year now. I just want to make three important points, all of 
which are aimed at stressing the fact that now is the time to act on 
this initiative. I believe that it is critical that we act on this initia- 
tive. 

The first reason that now is the time to act on this initiative in 
my judgment is that our rural communities are ready to take ad- 
vantage, Mr. Chairman, of the tools that we can provide to them at 
the Federal level. I would contrast that with the situation I saw in 
my district at least over the last year or two, when rural communi- 
ties were understandably traumatized by the magnitude of the eco- 
nomic problems that beset them as a result of the collapse of the 
farm economy. 

In my home town of Slayton, my father was involved in the de- 
velopment of the Sla3rton Industrial Development Corporation over 
20 years ago. Businesses that they attracted were not able to sur- 
vive over a long period of time. 

In my district, those communities that have some diversification 
to their economies have managed to weather the farm depression 
of the last couple of years far better than those communities such 
as my home town that have an economic base solely dependent on 
agriculture. 

The last couple of years, as I have said, I think the rural commu- 
nity has been somewhat traumatized. Now as I travel around my 
district, I see that those people who are leaders in their communi- 
ties are anxious to go to work to rebuild their communities, to re- 
build their economic base. The tools that we provide them right 
now will be utilized far more effectively, far more ambitiously, far 
more aggressively than tools that may have been provided a year 
ago or 2 years ago. 

The second reason that now is the time to act, as my colleague 
Tom Coleman pointed out in his testimony, is that we now have a 
bipartissm consensus in favor of rural economic development. We 
have had on the Republican side a rural development task force of 
which Tom Coleman has been a leader and I have been a member 
for the last year and a half, but the Coleman initiative, H.R. 2026 
has a strong, bipartisan support and this subcommittee has, of 
course, been in the forefront of providing that bipartisan support. 

I am this term assigned to the Appropriations Committee. It's 
my first term on the Agriculture Appropriations Subcommittee. I, 
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of course, can't speak for anybody on that subcommittee but, as 
you know, Mr. Chairman, Chairman Whitten has a very direct in- 
terest in rural development, and the name of our subcommittee — 
apropos of what Tom Coleman is trying to do at the Department of 
^^iculture — is the Subcommittee on Agriculture and Rural Devel- 
opment. Initiatives that are passed out of this committee to the 
Congress of the United States are going to receive a very favorable 
hearing, I can assure you, in our subcommittee and the full Appro- 
priations Committee. 

Finally, now is the time to act because I believe that we have a 
more favorable atmosphere in the White House in this administra- 
tion than I have seen in some time. Congressman Coleman, Con- 
gressman Gunderson, myself, and several others met about 2 weeks 
ago with Senator Baker — the new White House Chief of Staff— Sec- 
retary Lyng, and other members of the administration. I think that 
we have a more receptive attitude in the White House to rural de- 
velopment initiatives than at any time since I have been a Member 
of Congress these last 6V2 years. Fm pleased to see we're going to 
have Deputy Secretary Myers testif3ring before this subcommittee 
in a few minutes. I don't want to anticipate his testimony, but I 
want to thank the Department of Agriculture for their open and 
supportive attitude in dealing with members of our task force on 
this and other initiatives. That's the final reason why I believe now 
is the time to act, because I believe we can get some favorable 
action from the administration on certain rural development 
issues. 

Finally, Mr. Chairman, let me say that although I have ad- 
dressed in my remarks and in my written testimony H.R. 2026, the 
Coleman initiative, I want to say that most of us — all of us — from 
rural districts stand ready to work cooperatively with you on any 
rural development initiatives such as your bill, H.R. 1800, or others 
the subcommittee may act favorably upon. Truly, this is a biparti- 
san issue in a Congress that may otherwise be somewhat divided 
along partisan lines, and now is the time for us to act in a biparti- 
san manner to address the problems of rural areas. 

I thank you for your time, Mr. Chairman, and I will be glad to 
answer questions, if there are any. 

[The prepared statement of Mr. Weber appears at the conclusion 
of the hearing.] 

Mr. Jones of Tennessee. Thank you very much, Vin. I'm appreci- 
ative of your interest in coming over here and giving us your 
thoughts, and for what you've done with Tom Coleman in develop- 
ing his bill and the support that you and Steve and others have 
given his legislation that he proposes. 

We will probably invite you back to be with you some before we 
finalize whatever we may do, but we will forego any questions this 
morning. 

Mr. Weber. Thank you very much, Mr. Chairman. 

Mr. Coleman. Thank you for coming. Of course, your leadership 
is always welcome in this committee, and especially as we develop 
these proposals I have really enjoyed working with you and having 
your insight to meet the many problems that face us. I'm glad that 
you're here today. 
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Mr. Weber. You deserve a lot of credit, Tom, for being ahead of 
this issue, more than just about anybody in the Congress, and I 
think now rural America is where you were about a year ago. If we 
can get the rest of the Congress where we are now, I think we 
could really do something good for rural America. Thank you. 

Mr. Jones of Tennessee. We have a vote on at the present time. 
The subcommittee will recess and return. The Honorable Peter 
Myers will be our witness at that time. 

[Recess taken.] 

Mr. Jones of Tennessee. The subcommittee will be in order. 

Mr. Myers. 

STATEMENT OF PETER C. MYERS, DEPUTY SECRETARY, U.S. DE- 
PARTMENT OF AGRICULTURE; ACCOMPANIED BY LAVERNE 
AUSMAN, DEPUTY UNDER SECRETARY, SMALL COMMUNITY 
AND RURAL DEVELOPMENT; HAL MANDERS, COCHAIR, NA- 
TIONAL ADVISORY COUNCIL ON RURAL DEVELOPMENT; AND 
ERIC THOR, ASSOCIATE ADMINISTRATOR, FARMERS HOME AD- 
MINISTRATION 

Mr. Myers. Mr. Chairman, I have a lengthy written statement 
which I will submit for the record. I will attempt to summarize my 
statement, if it is agreeable with you. 

Mr. Jones of Tennessee. Your entire statement will be made a 
part of the record, without objection. 

Mr. Myers. Thank you. 

I do compliment you and your subcommittee members for your 
obvious very deep interest in this subject of rural development. As 
you know, just a few days ago we observed the 125th anniversary 
of the founding of the Department of Agriculture. When that De- 
partment was founded by Abraham Lincoln, he talked about the 
people's department. Of course, we like to think of it as the peo- 
ple's department. 

We look back and just a few years ago you find that the farm 
population found itself in a downswing that, as we well know, pro- 
duced a severe cost-price squeeze for many people. With massive 
Federal Government assistance, it's now beginning to recover from 
these difficult years. The Food Security Act is helping to make our 
farm products competitive in world markets, as it was intended to 
do, and it is infusing capital into our agricultural systems. As a 
result, many of our economic signs are pointing up. 

While keeping the farmer in mind, the people's department must 
now turn its attention to the farmer's neighbors— to Main Street, 
USA, to small town, USA — those neighbors that buy the farmer's 
products and sell most of those materials that he needs to produce 
those products. 

Obviously, as you know, all of the help that we have been giving 
to farmers is also important to rural communities in general be- 
cause when we infuse capital into the agricultural community, it 
turns over in those smaller communities. 

All parties with an interest in the future of rural America have 
to look at strategies that will diversify the rural economies. Plan- 
ning officials at all levels of government, plus private industry, 
must look for economic activities that fit in the rural community. 
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You have recognized this, Mr. Chairman and Mr. Coleman and 
members of the subcommittee, in the forms of the legislation that 
we're considering today. 

This administration has carried out many of the programs over 
the past 6 years that have aided rural America. Id like also to 
supply for the record just a few of these contributions which are 
listed in my written statement. 

The administration's commitment to rural America is based on a 
recognition that change is going to continue and that we cannot 
limit our vision to the financing of a few industrial parks that may 
never fulfill their promise. However, we must not confuse our role 
as a partner in this undertaking nor should we mislead people in 
their expectations. The most important role will be that of the 
people making their decisions, allocating their resources, using 
their own ingenuity and setting their own horizons. The Federal 
Government will be an active and willing associate, working with 
the people and their local institutions, both public and private. 

About 6 months ago the President established the Task Force on 
Rural Communities consisting of 20 high-ranking Government offi- 
cials, chaired by the Under Secretary of Agriculture for Small 
Communities and Rural Development. This task force cuts across 
all Federal agencies having rural responsibilities. The task force re- 
cently made a report to the Economic Policy Cabinet Council at the 
White House with recommendations for action by all Federal agen- 
cies. 

USDA has taken the lead in the Federal Government, and today 
we are announcing a Department six-point rural regenerative initi- 
ative. The first one of these steps— and I will, here again, summa- 
rize — deals with the Extension Service, which has a nationwide 
staff in place. They will place additional priority emphasis on rural 
revitalization education. A product of their work that really high- 
lights this is this booklet put out by the Extension Service called 
"Revitalizing Rural America." It's an excellent book. It not only 
has a good-looking cover, but it has excellent contents. We will fur- 
nish these to the committee. 

Mr. Jones of Tennessee. Let's make that a part of the exhibit to 
your statement, Peter. 

[The publication is held in the committee files.] 

Mr. Myers. All right. 

The second point is that we intend to establish rural enterprise 
teams consisting of four or five specialists who will be organized to 
go, on call, to communities, to counties in States. These will be 
State-level enterprise teams. 

The third point is to establish an information clearinghouse at 
the national Ag Library with an 800 telephone number. Rural com- 
munity officials will be able to get up-to-date information about 
Federal programs available to them in a single phone call. 

Fourth, we will instruct all USDA agencies with a research mis- 
sion to increase their efforts devoted to rural economic develop- 
ment. 

Fifth, to insure that this rural rebuilding is given the priority it 
deserves, its overall direction and coordination will be placed in the 
Deputy Secretary's office. 
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Sixth, we will redirect the Farmers Home Administration fiscal 
year 1987 business and industry guaranteed loan program so that 
we can begin to do things immediately at a lesser or lower level of 
dollars than originally had been the concept of this particular 
guaranteed loan program. 

In addition to these six initiatives, appropriate personnel within 
the USDA will look into the potential of further contracting and 
procuring for rural businesses. Mr. Chairman, our proposal can be 
done within the President's budget and the Gramm-Rudman-Hol- 
lings deficit reduction targets. 

We do support the concept of H.R. 2026 and have embodied sev- 
eral of its aspects in our six points. However, we do oppose renam- 
ing the Department of Agriculture and oppose having a special as- 
sistant to the President on rural policy. Our opposition in each case 
is based on both philosophical and practical grounds. 

We also must oppose rural block grants on the basis that most of 
the program sources of funding for rural block grants have been 
proposed for termination in the President's fiscal year 1988 budget. 

We do want to reiterate, Mr. Chairman, that we in the adminis- 
tration care. We are committed to work with you and the commit- 
tee to assist rural America. 

Mr. Chairman, thank you for your time and courtesy. That con- 
cludes my statement. We'll be happy to answer questions. 

[The prepared statement of Mr. Myers appears at the conclusion 
of the hearing.] 

Mr. Jones of Tennessee. Thank you very much, Peter, for a very 
fine statement. I'm glad to see that you have outlined the update 
that you're doing there with the Extension Service. This is very 
vital for what we are trjdng to do here. 

I think we will forego any questions to you and take the privilege 
of contacting you in case we need to ask you specific questions. 

Mr. Myers. That will be fine. 

Mr. Jones of Tennessee. I 3rield to Mr. Coleman. 

Mr. Coleman. Mr. Chairman, thank you. 

I really don't have any questions, either, but just a comment or 
two. I'm glad that the administration is supportive of our efforts, or 
certainly in general I think very substantively you are supportive 
of those. In fact, your six points — I just was trjdng to keep track of 
them— I see four of them in our initiative. I think that's very fine, 
to be able to work together on this. 

We have been working with the administration. Although I did 
not know what the administration was going to say specifically 
today, we are just asking them to give us a chance to present a 
new, nontraditional response to a need out there. I'm glad to see 
that they are willing to embark on a similar course with us, be- 
cause it does take a different tack than I think we have seen in the 
past. While I would hope that eventually we would have their sup- 
port on our entire bill, I think we have brought them a long way 
today to where they have made a fine contributing statement to 
this. We want to work with the administration in this effort. 

I thank you, Mr. Myers, for coming here today. 

Mr. Myers. Thank you, Mr. Coleman. 

Mr. Jones of Tennessee. Thank you very much, Peter. 
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Does anyone else have a question they would like quickly to ask 
Peter? 

Mr. Grandy. Does he have time? 

Mr. Jones of Tennessee. We have a time problem. 

Mr. Myers. I have time, but I don't know about your time. 

Mr. Jones of Tennessee. WeVe got a time problem. Go ahead. 

Mr. Grandy. Mr. Chairman, if I could? 

Mr. Jones of Tennessee. Go ahead. 

Mr. Grandy. I have no question. I just want to applaud Mr. 
Myers for bringing the Extension Service into this consideration. It 
seems to me we have a tremendous capability there and a resource 
that we have not used, particularly when we address the education 
aspect, which is going to be an important component here, and 
also, in referring to Mr. CJoleman's testimony, a part of his initia- 
tive to establish rural technology and training centers. It seems 
that the logical source of those training centers would be our Ex- 
tension Service and our universities. I am pleased the Department 
is taking the lead in this. 

Thank you. 

Mr. Jones of Tennessee. Steve. 

Mr. GuNDERSON. Thank you, Mr. Chairman. 

I have a couple of questions but, first of all, a comment. Mr. 
Myers, I suppose this is going to get me in trouble, and it's not 
meant to do that, but Fm a big believer in the Extension Service 
but I would hope that if we are going to utilize the Extension has 
the main delivery and support staff throughout this country that 
perhaps we need to do within the Department a rather significant 
reorganization and review of Extension's mission. 

I think there is a perception out there that the role of Extension 
is first and foremost to work with the farmer and the farmer's 
problems and management on the farm, and, secondly, the Exten- 
sion will be focused on such complementary organizations as 4-H, 
our homemakers' clubs, and that type of thing. 

Third, if the county has the resources and the time, they may or 
may not have the development agency within that county exten- 
sion program. All I'm suggesting is that if you're going to utilize 
Extension as the major delivery tool in rural counties, I think you 
need to seriously review the present mission, the present person- 
nel, and their training. This is sa3ring nothing against the people 
who are there — they are very good people — but I m not sure their 
mission today is understood by them as you had suggested it ought 
to be in your testimony. 

I would appreciate it if you would expand for us or compare, if it 
is possible — Mr. Coleman's bill includes rural development loan 
funds. Can you compare that with the business and industry loan 
program that you presently have? How do you understand that 
they would interact or complement each other? 

Mr. Myers. Well, I can't tell you exactly how they would inter- 
act, but I can tell you what we intend to do with our business and 
industry loans for 1987. Heretofore, they have been large loans of 
several million or many millions of dollars. We would like to break 
these down into smaller units where we could stimulate economic 
development in several communities, say a half a million dollars or 
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maybe a million, where we could spread this money over many 
more counties than we have before now. 

Those loan guarantees are used for big developments. An exam- 
ple in the past would have been ethanol plants or something like 
that. We would rather have small industries starting up and we 
would like to use this for seed money for these typjes of industries. 

Mr. GuNDERSON. You have moved significantly into the area of 
guaranteed loans in the agricultural area. 

Mr. Myers. That's right. 

Mr. GuNDERSON. Have you considered utilizing loan guarantees 
through the business and industry and rural development side as 
well? 

Mr. Myers. Yes, we're doing that now. 

Mr. Gunderson. That's an area we want to significantly expand. 
It won't cost you a lot of money, but it will allow us to get a lot of 
help out there. 

Mr. Myers. That's exactly right. 

Mr. Gunderson. One final question in this area. CJongressman 
Coleman again advocates rural investment and incentive block 
grants, et cetera. How do you compare and contrast that with the 
present community development block grant program in your un- 
derstanding? 

Mr. Myers. I'll let the experts answer that. Can you answer that, 
LaVeme or Eric? 

This is Mr. Eric Thor who is the Associate Administrator of 
FmHA. 

Mr. Thor. Currently, we have a number of programs in the com- 
munity field. We find those work very well in terms of providing 
for individual projects in the communities in all 48 States. As of 
this date, we're approximately 50 percent committed on the total 
funds for 1987. 

Mr. Gunderson. One final comment: I'm going to be submitting 
to the White House this afternoon — and will submit to you as 
well — a copy of a rather comprehensive review of the present for- 
mulas which have an antirural bias. You include within your testi- 
mony on page 4, for example, a comment about the President's 
$980 million Worker Readjustment Act. While I'm a strong sup- 
porter of that, I have t^, tell you that we're facing real challenges 
in getting that money kito rural America. No. 1, we distribute re- 
training funds based oS unemployment statistics. Unemployment 
statistics do not accurately count displaced farmers. They don't 
count at all the displaced farmer's spouse or son or daughter. 
We've got major problems in those kinds of delivery services. 

What we badly need out of the Department of Agriculture is 
some kind of an advocacy that will work with those of us from a 
rural area without spending one new dime, but simply assist us in 
getting changes in everything from highway aid formulas to the 
cost-benefit ratios in public works programs, to the rural health 
care delivery services, to job training and education formulas. If we 
can get that kind of assistance, we are going to make a big change 
without spending money. 

Mr. Myers. We would be happy to look at that. We've asked our 
FmHA State directors to look at these formulas, and we'd really 
appreciate your input. 
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Mr. Chairman, can I say one more thing to Mr. Gunderson? 

Mr. Jones of Tennessee. Yes. 

Mr. Myers. The Extension is in the process of really re-examin- 
ing their priorities in all States and at the Federal level. As you 
know, it's a State program, but most States are really re-examining 
their role, just as you have suggested. 

Mr. Gunderson. Thank you. 

Thank you, Mr. Chairman. 

Mr. Jones of Tennessee. Thank you, Steve. 

Mr. Tallon? 

Mr. Tallon. Thank you, Mr. Chairman. I don't have any ques- 
tions. Mr. Myers, I thank you for your testimony. 

I would just like to say if, as you indicate, you are going to use 
the Extension Service to deliver some of these revitalization initia- 
tives that youVe outlined for rural areas, it's going to be impera- 
tive that you communicate that to the Extension Service. As my 
colleague Mr. Gunderson said, these are very good people, but 
they're going to have to understand what you're talking about and 
you're going to have to work very, very closely with them if you're 
going to see any success in this area. 

Thank you. 

Mr. Myers. I appreciate that comment. Mr. Myron Johnsrud, the 
Administrator of Extension, is sitting right behind me. I am sure 
he heard both of you gentlemen loud and clear. 

Mr. Jones of Tennessee. Well, you're going to hear the third one. 
[Laughter.] 

I want to do the same thing, Pete. I want to emphasize — I see 
some change taking place in my own State, but Extension has a 
habit of sort of easing up as time moves on and they get involved 
in different things. But I think if we're going to save rural Amer- 
ica — and that means Extension as well because we'll have no use 
for them if it goes — they need to really be on the ball when it 
comes to doing something about this. 

Mr. Myers. I completely agree with you. 

Mr. Coleman. Mr. Chairman, if you would yield? 

Mr. Jones of Tennessee. Yes. 

Mr. Coleman. I think the Extension Service has done an out- 
standing job in this area under the 1440 program. We're going to 
hear about that later on. They were doin^ ftome of these things 
before we started moving into action a year and a half, 2 years ago. 
They saw a need out there and they were putting things together 
with gum and band-aids to try to put something together to aid 
these families that nobody else was aiding. The Extension Service 
was the first one, the people in the trenches on that front line who 
saw it and started to put together viable volunteer, no-money alter- 
natives that we've now supplemented. They're doing a very good 
job in the State of Missouri implementing, with the intent of the 
author of that section on helping families. 

I want to commend the Extension Service. Very frankly, they 
ought to be given additional funds instead of suggesting having 
them be cut back. That's where they really need the assistance. 

Mr. Jones of Tennessee. Thank you very much, Tom. 

Thank you, Peter, Mr. Thor, Mr. Ausman, and Mr. Manders. We 
appreciate all of you being here. 
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The next panel consists of five people: Mr. Norm De Weaver, rep- 
resenting the Center for Community Change here in Washington; 
Mr. Roy Palk, executive director of operations, National Rural 
Electric Cooperative Association here in Washington; Mr. Jack Cas- 
sidy, vice president of rural utility relations, Central Bank for Co- 
operatives, Denver, Colorado; Mr. Jeff Fox, vice president of legisla- 
tion. Communicating for Agriculture, Fergus Falls, Minnesota; and 
Mr. Jeffrey H. Schiff, executive director for the National Associa- 
tion of Towns and Townships in Washington. 

Gentlemen, we're delighted that you're here. We need your help. 
No doubt, your interest needs this subcommittee's assistance as 
well. We want to hear from you and take the privilege of asking 
you some questions when you have finished. 

We'll begin with Mr. Norm DeWeaver, representing the Center 
for Community Change here in Washington. 

Mr. DeWeaver. 

STATEMENT OF NORMAN C. DeWEAVER, REPRESENTING THE 
CENTER FOR COMMUNITY CHANGE 

Mr. DeWeaver. Thank you very much, Mr. Chairman. 

My name is Norm DeWeaver. I am with the Center for Commu- 
nity Change, which is a private, nonprofit, technical assistance and 
public policy organization which for 20 years has served communi- 
ty-based groups in many low-income areas throughout the United 
States. 

I appreciate the opportunity to appear before the subcommittee. 
I commend the committee for its willingness to take a new look at 
the development challenges facing rural areas. I really, really hope 
that this will lead to a new start toward a more active Federal role 
in rural development. 

In the interest of time, Mr. Chairman, I'd be happy to submit my 
statement for the record and attempt to highlight some of the 
things that I think are key points. 

Mr. Jones. Without objection, the entire statement will be made 
a part of the record. You may summarize. 

Mr. DeWeaver. I think the committee has a number of worth- 
while proposals under consideration. However, to me and to a lot of 
community people I know, the most important task is not debating 
the merits of any of the possible approaches. The most important 
task is really making a fresh start by actually adopting one or 
more doable ideas, ones that are likely to be funded, ones that are 
likely to lead to immediate action in local communities in adopting 
them now. 

I would suggest that H.R. 1800 has those characteristics, and the 
programs in it are oriented toward that end. They would make a 
doable start now. The programs are all action oriented. The assist- 
ance would go directly to local communities and local community 
groups, where assistance is really needed. The programs would 
help address the needs of such groups and help them to expand 
their capability. 

The price tags are low. They're ones that the Federal budget can 
bear. We urge the committee to use this bill as a vehicle to make a 
new start in providing Federal assistance. 
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In many respects the central program in H.R. 1800 is the busi- 
ness of the grant approach in section 3. I submit that you can't 
stimulate development, particularly in economically distressed 
rural communities, without helping developers and the local com- 
munity leaders and the local community groups that can make 
things happen. The section 3 grant program provides the potential 
to sustain the public purpose, private nonprofit or public agencies 
that can help to actually make their communities grow. 

These grants would make it possible for such community devel- 
opment organizations to explore new business ideas, to tap local re- 
sources, to find and help and train local business people who can 
translate those ideas into reality and work to mobilize the capital 
for them. 

The bill, as you pointed out in your opening statement, Mr. 
Chairman, also provides for a modest increase in business financ- 
ing capabilities of the rural development loan fund, the RDLF. The 
RDLF has a major advantage which other Federal approaches, in- 
cluding the current D&I program, do not have. They enable the 
money to go to intermediary groups that are private, that take the 
project selection responsibility out of Federal hands, and that can 
work with the speed which only private institutions can. H.R. 1800 
would make a valuable contribution by augmenting the capital 
available to the RDLF. 

I would also like to commend the committee's attention to one 
other small but very important innovation in the rural community 
development field, and that is an attempt to expand the horizons of 
the water and waste water programs, particularly the water pro- 
gram that's now in the Farmers Home Administration. H.R. 1800 
provides for $10 million in authorization to enable local community 
organizations to try different ways to insure that rural people that 
now lack basic safe drinking water services in rural areas get 
them. This is particularly important for isolated families and very 
low-income families that are currently beyond either the geograph- 
ic or the economic reach of the type of central system facilities 
which Farmers Home now supports. 

This program would also recognize the fact that in some commu- 
nities, especially the smallest, the problem is not necessarily one of 
building new facilities. This program would also speak to the man- 
agement needs of the small water utility systems that are there. 

With respect to H.R. 2026, there are a number of doable, action- 
now programs in that bill which I would certainly like to support. 
They include the rural technology grant program in title III and 
the agricultural action centers program in title IV. They are pre- 
cisely the kind of thing that would make a contribution and help 
people where help is needed. 

With respect to several of the State initiatives, I think we should 
look carefully at what State governments are currently doing and 
try to provide an incentive for them to do more. 

On the block grant side, I think, as Mr. Gunderson pointed out, 
we should look very carefully at the experience of the program 
that's already there, the HUD Community Development Block 
Grant Program, particularly the things that happened in that pro- 
gram when it started. 
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I would suggest that perhaps there are more cost-effective ways 
to get the money targeted on communities that need help the most 
at a smaller commitment of total Federal resources than simply 
adding one additional block grant program to the Federal catalog. 

One final point with respect to the reorganization provisions for 
USDA in H.R. 2026: I certainly support the notion of emphasizing 
rural development as part of the Department's mission. However, 
reorganization can take time and cost money. Fm reminded of the 
fact that a year and a half after the 1985 farm bill was passed 
Farmers Home has yet to implement some of the water-sewer pro- 
visions in that bill. I think we need to look at what we can do right 
now and make a new start toward community development. 

Thank you, Mr. Chairman. I would be happy to respond to any 
questions. 

[The prepared statement of Mr. De Weaver appears at the conclu- 
sion of the hearing.] 

Mr. Jones of Tennessee. Thank you very much, Mr. De Weaver, 
for a very fine statement. We will give serious consideration to 
what you have to say here as we move on. 

The next gentleman is a Tennessean, a good friend of mine who 
has moved to Washington to be with the National Rural Electric 
Cooperative, Mr. Roy Palk, who is now executive director of oper- 
ations for NRECA. 

Mr. Palk, you may proceed. 

STATEMENT OF ROY M. PALK, EXECUTIVE DIRECTOR OF OPER- 
ATIONS, NATIONAL RURAL ELECTRIC COOPERATIVE ASSOCIA- 
TION 

Mr. Palk. Thank you, Mr. Chairman. 

My name is Roy Palk. Fm executive director of operations for 
the National Rural Electric Cooperative Association. It is my pleas- 
ure to appear before this group this morning on behalf of almost 
1,000 electric cooperatives across 46 States who represent over 25 
million consumers. 

If the chairman will allow me as a preliminary matter, I would 
like to introduce a statement from a friend of ours, Mr. Jim White, 
manager of Gibson-Kenney Electric. If there is no reservation, I 
would ask that this be entered into the record as Mr. White's state- 
ment on this matter. 

Mr. Jones of Tennessee. Without objection, Mr. White's state- 
ment will be made a part of the record. 

[The prepared statement of Mr. White appears at the conclusion 
of the hearing.] 

Mr. Palk. Thank you, Mr. Chairman. 

The role of the rural electric cooperatives has not been a static 
one in the past numbers of years. For example, during this past 
year we've been involved in many things other than providing reli- 
able electric service. For example, we've been involved as a part of 
our involvement with our people in the rural areas through spon- 
sorship of local health fairs. Also in the involvement and the devel- 
opment and implementation of the National Rural Telecommunica- 
tions Cooperative. That cooperative will provide satellite-based tele- 
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communications services for consumers who need education and 
business applications in the telecommunications field. 

Another area that we've been involved in is new initiatives in 
economic development programs in the rural areas, including the 
development and dissemination of a how-to manual in regard to 
rural development. 

These programs Tve mentioned do not take into account numer- 
ous other ways that electric cooperatives have been on their own 
providing initiatives and assisting our consumers in the vital role 
that rural electric co-ops can play in a nationwide community and 
economic development effort. 

Since the 1960's rural electric systems have been involved in 
community and economic development efforts that have created 
nearly 1 million new jobs. Recently in NRECA held a series of four 
hearings across the United States and a message came clear to us, 
and that is that we must become more involved in community and 
economic development; that our member systems must be catalysts 
for development. 

Mr. Chairman, REA is a critical partner in these continued ef- 
forts. The matter of expanding REA's role into rural economic de- 
velopment is one that has been intensively studied by NRECA. 
REA is and should continue to be the solid foundation upon which 
rural electrification is built. We are pleased to hear that the com- 
mittee shares this view and we very much appreciate the commit- 
tee's leadership in this area. We also appreciate the committee's 
continuing strong support for the concept of a Rural Electrification 
Administration that is relentlessly aggressive in seeking solutions 
to the very serious problems facing our Nation's rural areas, and 
by extension affecting our Nation's rural electric cooperatives. 

The Federal agency REA already has a longstanding relationship 
with one of the major components of the rural communities, and 
there is the commitment certainly on the part of the rural electric 
cooperatives, and most probably among the professionals at REA, 
to make these programs work and to produce the jobs and econom- 
ic stimulation our rural areas so desperately need. 

It is essential that any rural development program incorporate 
the same Federal-community partnership that has made rural elec- 
trification so successful. We strongly believe that this same rela- 
tionship is absolutely critical if Federal rural economic develop- 
ment programs are to be effective. We have found that it is ex- 
tremely difficult for communities to get needed plants and loans 
because they are directed and dispersed by several different Feder- 
al agencies. There is no single, ready source or expertise available 
for the part-time, small community administrator what is available 
and how to get it. 

In these communities the rural electric cooperative is in a posi- 
tion to serve as a catalyst for economic and community develop- 
ment efforts. In these communities the rural electric cooperative is 
in a position to provide the needed information and, more impor- 
tantly, to assess Federal funding sources needed to revitalize and 
regenerate the economy of rural America. This concept provides 
what we believe to be the most vital solution to invert the pyramid 
by placing these small grassroots communities at the top so that 
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economic and community interests and concerns provide the moti- 
vation for improvement activities. This network is already in place. 

To get to the heart of the matter, the reason the rural electrifica- 
tion program has been so successful is because it is a Federsd pro- 
gram that is locally implemented, locally operated, and locsdly con- 
trolled. The programs in which the Federal Government and a 
local community form cooperative working partnerships to accom- 
plish a specific objective have proven to be exemplary models of 
how other such programs could work. Therefore, a special blue 
ribbon panel of rural electric leaders is studjdng the expansion of 
the role of the REA to include economic development activities and 
expanding the mission of rural electric systems throughout the 
Nation that include community and economic development. 

We have some specific recommendations, Mr. Chairman, which 
the Congress might wish to examine in order to forge the effective, 
sustained, working relationship between local communities. Among 
these are consideration of legislation to mandate the consolidation 
and simplification of rural development programs under one roof 
by accommodating liens of other lenders to facilitate electric coop- 
erative financing required for rural development projects, using 
rural electric cooperatives and their proven network of generation 
and transmission and statewide associations as catalysts for initi- 
ation of economic development plans. 

Because of the difficulty in financing rural development projects, 
we recommend not only a more conducive loan accommodation 
policy, but the creation of a rural development bank which would 
guarantee loans and become a secondary market for local banks. 

There is a need for a federally-created finance bank which deals 
in secondary markets and pool the projects to assist local banks to 
finance start-up businesses and infrastructure projects and develop- 
ment. 

Mr. Chairman, I have submitted to the committee a more com- 
plete statement of what we have to say. This is a summary of 
what's in that statement. 

I appreciate the opportunity to appear and would be happy to re- 
spond to any questions either now or later. 

[The prepared statement of Mr. Palk appears at the conclusion of 
the hearing.] 

Mr. Jones of Tennessee. Thank you very much, Roy. We will 
complete the panel before we ask questions. 

The next witness is Mr. Jack Cassidy, the vice president of rural 
utility relations. Central Bank for Cooperatives, Denver. 

We are delighted that you're here, Mr. Cassidy. You may pro- 
ceed. 

STATEMENT OF JACK CASSIDY, VICE PRESIDENT AND MANAGER, 
RURAL UTILITY RELATIONS, CENTRAL BANK FOR COOPERA- 
TIVES, ON BEHALF OF THE FARM CREDIT SYSTEM'S BANK FOR 
COOPERATIVES 

Mr. Cassidy. Thank you, Mr. Chairman. 

I appreciate the opportunity to appear before the subcommittee 
to address the subject of rural development this morning. 
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My name is Jack Cassidy. I am vice president and manager of 
rural utility relations with the Central Bank for Cooperatives in 
Denver, Colorado. I am appearing here today on behalf of the Farm 
Credit System's 12 district banks for cooperatives and the central 
bank. 

The 12 district banks for cooperatives and the Centrsd Bank for 
Cooperatives provide financial services to about 3,000 agricultural 
cooperatives and rural utility systems. Banks currently have about 
$8 billion in loans outstanding. Their payment record has been 
very good despite the problems in the agricultural economy. 
During 1986 about $4.6 million in loans were charged off. 

Agricultural cooperatives and rural utility systems and the 
credit programs they depend on have a significant effect on the 
rural economy. For example, the latest information available shows 
that the 70 largest borrowers of the Banks for Cooperatives have 
total annual sales in excess of $33 billion and assets of $28 billion, 
llie latest Fortune 500 list of industrial enterprises includes 15 ag- 
ricultural cooperatives, 14 of which have a banking relationship 
with the Bank for Cooperatives. These 15 agricultural cooperatives 
have about 60,000 employees nearly all located in rural areas. 

These statistics demonstrate the important economic contribu- 
tion being made by the borrowers of the banks. These statistics also 
indicate the significant role the banks and our borrowers could 
play in contributing to the revitalization of rural America. 

Like our Nation s farmers, many cooperatives and utility sys- 
tems, and the banks as well, are taking steps to adjust to the 
changes taking place in the rural economy. As agricultural coop- 
eratives and rural utility systems adjust to today's economic envi- 
ronments, they have new and somewhat different financing re- 
quirements. 

For example, agricultural cooperatives and some rural utility 
systems, especially telephone systems, need to diversify and bring 
in new capital to strengthen their operations. This can be accom- 
plished by forming subsidiaries, joint ventures, or partnerships to 
initiate new business activities, activities that are sometimes differ- 
ent from the original business but related to serving the needs of 
member-owners. 

If adequate capital is available, new business activities would 
create jobs and economic expansion in rural areas while strength- 
ening the agricultural cooperative or utility system. Unfortunately, 
the farmer-owners of many of these organizations do not have the 
capital necessary to initiate new businesses. This problem could be 
overcome by utilizing capital from other sources. However, the 
Banks for Cooperatives lending authorities currently prohibit the 
financing of subsidiaries or partnerships that include capital in- 
vestments from ineligible entities. I will provide the committee 
with two specific examples. 

A large agricultural cooperative in the Southeast which has tra- 
ditionally been involved in providing fertilizers, pesticides, and 
other chemical inputs is in the process of building a papermill. 
This diversification is necessary because the demand for agricultur- 
al chemical products has declined significantly. The mill will be lo- 
cated in an area with an unemployment rate in excess of 16 per- 
cent. The papermill will be using proven, high technology and will 
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eventually employ about 800 workers. The mill will require a cap- 
ital investment of about $300 million. 

The project has been in the development stages for several years, 
and the Banks for Cooperatives have been the lead lenders from 
the very beginning. This is a good project from every perspective. 
However, it could be made better. 

Several of the 41 newspapers which have sdready contracted to 
purchase paper from the mill would like to purchase an equity in- 
terest in the venture. The advantage to the agricultural coopera- 
tive of entering into a partnership arrangement would be to lower 
the risk of its member-owners, strengthen the financial condition of 
the project, utilize a wider variety of expertise, and eventually 
allow for a larger operation that would employ perhaps an addi- 
tionsd 500 workers. However, under current law the Banks for Co- 
operatives can finance only wholly-owned subsidiaries of an eligible 
borrower. We do not have the authority to provide financing for 
the partnership just described. 

In this instance, it is likely that the agricultural cooperative will 
be prevented from taking the best course of action from a business 
and economic development perspective simply because its long-time 
lender, the Banks for Cooperatives, cannot finance a subsidiary or 
partnership that includes equity investments from entities ineligi- 
ble to borrow from the banks. 

The second example: a group of rural telephone systems, most of 
them individually eligible to borrow from the Banks for Coopera- 
tives, is seeking to finance a Statewide rural cellular telephone 
project. If this proposal is successful, it would help strengthen the 
operation of independent rural telephone systems and provide what 
is rapidly becoming an essential service to rural areas. Yet, the 
Banks for Cooperatives are unable to provide the financing for this 
partnership. 

These two cases are just a sampling of the steps agricultural co- 
operatives and rural utility systems are taking to diversify and 
strengthen their operations. These t3rpes of adjustments to today's 
economy are not only the result of good business decisions, but 
have the added benefit of creating jobs and bringing new capital 
into rural areas. 

As a primary lender for many of the agricultural cooperatives 
and rural utility systems that are making such adjustments, the 
Banks for Cooperatives are being called on to provide appropriate 
financial services. The Farm Credit System is considering a legisla- 
tive proposal to clarify the Banks for Cooperatives' lending authori- 
ties to finance partnerships, subsidiaries, and other ventures pro- 
vided that an eligible borrower or group of borrowers maintains a 
majority interest or control of the operation. Such a clarification of 
the Banks for Cooperatives' lending authorities would promote eco- 
nomic development in rural areas, strengthen the financial condi- 
tion of our borrowers, and do so at no cost to the Federal Govern- 
ment. 

I want to commend this committee for considering ways to im- 
prove economic conditions in rural America. The Farm Credit Sys- 
tem's Banks for Cooperatives are well situated to play an impor- 
tant role in helping to revitalize rural America and we look for- 
ward to that chsdlenge. 
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I appreciate the opportunity to present our views on this subject 
and would be happy to respond to any questions. Thank you, Mr. 
Chairman. 

[The prepared statement of Mr. Cassidy appears at the conclu- 
sion of the hearing.] 

Mr. Jones of Tennessee. Thank you very much, Mr. Cassidy, for 
a statement that we consider to be very worthwhile and helpful. 

The next witness is Mr. Jeff Fox, vice president of legislation, 
Communicating for Agriculture, Fergus Falls, Minnesota. 

Welcome, Mr. Fox. We're delighted that you're here. You may 
proceed. 

STATEMENT OF JEFFREY J. FOX, VICE PRESIDENT OF 
LEGISLATION, COMMUNICATING FOR AGRICULTURE 

Mr. Fox. Thank you, Mr. Chairman. Til paraphrase my remarks 
in the essence of time. 

Tm Jeff Fox, vice president of legislation for Communicating for 
Agriculture. I am here on behalf of CA. 

Communicating for Agriculture is a nationsd, nonprofit, nonpar- 
tisan organization whose members are primarily farmers, ranchers, 
and small business people. CA has over 40,000 members nationwide 
and members in over 45 States. 

CA has been involved in a number of issues affecting the quality 
of life in rural America. We've been involved at the State and na- 
tional levels on such issues as beginning farmer programs, debt re- 
structuring, and is recognized as an expert on health risk pools. 

We believe that rural America can provide the workforce, the 
qusdity of life, and the opportunity for growth in new and expan- 
sion of existing small businesses. Rural America has a highly-quali- 
fied, trainable, and willing workforce. 

With the growth of high tech and service industry jobs, the work- 
force is no longer required to live in large metro areas. Thus, rural 
America's qusdity of life can now be attmned. 

Smsdl businesses, which fit well into rural America's landscape, 
continue to provide more and more of our new jobs. 

On page 2 of my prepared remarks you will see a comparison of 
small businesses versus larger businesses. Looking at the bottom 
half of that, it will focus on 1980 to 1984. We see that small busi- 
nesses provided more than two new jobs for every one job provided 
by large businesses. These figures were provided by the National 
Federation of Small Business. 

In September of 1986 CA started working with the Under Secre- 
tary's Office of the Department of Agriculture on a rural develop- 
ment program created by section 1323 of the 1985 Food Security 
Act. This program is designed to benefit rural America, designed to 
provide guaranteed loans and grants to development in rural com- 
munities. 

CA in the past has had great success as a clearinghouse of infor- 
mation on various subjects on a State-by-State basis. Since April, 
Communicating for Agriculture has been working and gathering 
information and data about State development programs. 

We have found in our initial contact with the States that there 
are as many programs as there are States. For example, State A 
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may call their program "Jobs Development;" State B may call 
theirs "Economic Development;" State C may have some other 
name or heading for their program. It is very confusing. 

We have provided to the committee an initial summary of what 
we have found at the State level. With regard to Mr. Myers' re- 
marks here earlier, we believe that the clearinghouse of informa- 
tion is very crucial. 

Currently CA is working on a model for rural development. We 
are looking at communities that have had success in creating new 
economic opportunities. We hope to have this model completed in 
the near future. We will then make the model available to others 
who are tr3dng to create new economic opportunities in rural 
America. 

Because State programs do vary, we believe that any Federal 
programs involving rural development need to be flexible in order 
for each State to adapt. We recognize that when an entity appro- 
priates money for a specific program or project they will have to 
have some t3rpe of control on how that money is spent. However, it 
is widely accepted that local input, implementation, and control 
are needed in order for economic development projects to be suc- 
cessful. 

Mr. Chairman, members of the committee, there have been dis- 
cussions and proposals to bring existing and/or new rural develop- 
ment proposals under control of one agency or entity. We support 
this effort. We see the same thing taking place at the State and 
local levels. These actions have eliminated much of the confusion 
and provide better all-around information and services. 

In talking with State economic development officials, it has 
become clear that they believe that expansion and start up of new 
and existing businesses will be created from local areas — i.e., 50 to 
100 miles in radius — through local ideas and through local people. 
One of the elements to insure success at the local level is for the 
leaders to have access to information. In order to acquire this infor- 
mation, they need research. In order for the research to take place, 
they need funds. 

New jobs must be created in rural America today. We do not be- 
lieve that moving a business from one State or community to an- 
other creates new jobs. We believe that new ideas create new jobs. 
Unfortunately, these new ideas are untested and thus there is an 
element of risk involved. Because of the risk involved, there is a 
need for risk capital, risk capital being those monies that can be 
used to start up new businesses that pose a risk. Most conventional 
lenders are unlikely to provide funding of these new businesses 
based on new ideas. 

This is an area in which the government — whether that be local. 
State, or national — can play a very important part. This can be 
done with loan guarantees and/or grants. 

We do believe that the work that is being done by this committee 
is crucial to rural America. This committee's work and hearings 
such as this help draw and focus the public's attention on the 
needs of rural America. All of us know that the need for rural de- 
velopment is very real and in it lies the future of our rural commu- 
nities. 
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Mr. Chairman, members of the committee, as I stated earlier, we 
look forward to working with you on what we believe is a long- 
term project. One of the benefits of being a nonprofit, nonpartisan 
organization is that we sometimes can work in areas that others 
cannot. We feel that this is a very useful tool, not only to our mem- 
bership, but also to those entities and groups that we work with. 

I know that we are pressed for time, and I have tried to keep my 
remarks brief. I will be happy to answer any questions that you 
have. 

I want to thank you and the members of this subcommittee. We 
appreciate the time and effort that you have put forth on behalf of 
rural America. 

[The prepared statement of Mr. Fox appears at the conclusion of 
the hearing.] 

Mr. Jones of Tennessee. Thank you very much, Mr. Fox, for a 
fine statement. No doubt we will be calling upon you for advice as 
we move on into the final days. 

Mr. Fox. Thank you, Mr. Chairman. 

Mr. Jones of Tennessee. The next and final witness on this panel 
is Mr. Jeffrey H. Schiff, executive director. National Association of 
Towns and Townships in Washington. 

Mr. Schiff, welcome. We're pleased that you would come. You 
may proceed. 

STATEMENT OF JEFFREY H. SCHIFF, EXECUTIVE DIRECTOR, 
NATIONAL ASSOCIATION OF TOWNS AND TOWNSHIPS 

Mr. Schiff. Thank you, Mr. Chairman. 

My name is Jeffrey Schiff, the executive director of the National 
Association of Towns and Townships. Our organization represents 
more than 13,000 mostly small, mostly rural communities across 
the United States. 

Mr. Chairman, we'd like to thank you and Mr. Coleman and 
other members of this committee for your obvious interest in the 
plight of small town America. With your permission, we'd like to 
summarize my remarks and submit it for the record in its entirety. 

Mr. Jones of Tennessee. Without objection, it will be made a part 
of the record. Please do summarize. 

Mr. Schiff. Thank you. 

I would like to hit upon just a few of the comments that we do 
make in our testimony to bring focus on how the rursd government 
fits into the situation of desding with rursd development. 

Mr. Chairman, as you know, there are 39,000 units of general 
purpose local governments in the United States today. That is all 
the counties, all the townships, and all the municipalities — 39,000. 
Today in 1987 72 percent of them, or almost three in four, have 
populations which do not exceed 3,000. Indeed, 50 percent of all the 
governments that exist today have populations under 1,000 per- 
sons. 

What does that mean in the context of small? It means that we 
cannot make assumptions regarding very many things concerning 
the governments that are called upon to provide services or to im- 
plement policies developed in Washington or the State capitals. It 
means that the local officials who are performing functions in 
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these many smsdl governments are part time, are volunteers, are 
doing this because they love their communities. They do not have 
staff. They do not have budgets. They do not have computers. In 
short, they do not have many of the resources which unfortunately 
policymakers at all levels and program implementors assume must 
go with the idea of a local government. 

Too often, Mr. Chairman, we find that Federal policies. Federal 
initiatives, and State initiatives do not respond to this unique char- 
acter of small town America. We find program after program, regu- 
lation after regulation, initiative after initiative which considers a 
community of 490 people to be precisely the same as a community 
of 49,000 with regard to how they may implement a program, a 
policy, or participate. 

We also find instances where the solution to dealing with small 
town America is to take a program that has worked in a larger 
context and to somehow shrink it down and then apply it to small 
towns, and that does not work. 

We also find an endemic bias that creeps into many programs 
that says that if you do not spend a six-figure digit dollar figure on 
a certcdn program or problem, then it's not worth spending the 
money at all. Because of the way that small town America is orga- 
nized, is set up, does run, we Hnd that many times a lot can be 
done with a small amount of money. 

For all these reasons, that is why we support initiatives such as 
yours and Mr. Coleman's. We believe that the kind of approach 
that you are pursuing is more appropriately scaled to what exists 
in small town America today. We do believe that concepts such as 
rural development, revolving loan funds, and specialty programs 
which would provide technical and business assistance at the local 
level are extremely important. We applaud particularly the initia- 
tive in your program, Mr. Chairman, which requires that certain 
money be spent only in communities under 20,000. That will cut 
through some of the problems that we have when smsdl communi- 
ties are tr3dng to compete with larger places that have many more 
resources. 

Over the 10 or 11 years that our organization has been on the 
scene here in Washington we have also reviewed and evaluated the 
situation of what happens when a small community is thrown into 
a larger, more broadly-written Federal or State initiative. We have 
a list of several ideas that we think should be included routinely in 
the work of every subcommittee, every full committee that oper- 
ates on Capitol Hill and in the State capitals. 

First of all, if, indeed, it is the goal of these initiatives to make a 
difference in small town America, there must be provision for 
meaningful consultation with the people who represent these com- 
munities, both government and outside of government. This espe- 
cisdly is applicable when a program is targeted for implementation 
and administration at the State level. 

We also have found, unfortunately — and probably for reasons of 
budgetary constraint — that without a requirement for maintenance 
of effort by State governments, many times the State government 
will substitute new Federal initiatives for program dollars that 
they already are spending on those similar kinds of programs from 



Digitized by 



Google 



28 

their own resources. Therefore, there is no net impact on rural 
America. 

We also believe, as I mentioned earlier, that there needs to be a 
protection for small grants; that small amounts of money can do 
lots of things. We believe that data now are collected for small 
communities but are not made available in a usable fashion that 
makes sense for the resources that are available in small town 
America. 

We agree, as I said before, that the idea of a set-aside for very 
small communities is something that deserves the attention of 
every committee looking at governmental policy. 

We also believe the encouragement of alternative and innovative 
approaches — in short, that there isn't just one way to get to a de- 
sired outcome in terms of policy or program — is something that 
needs to be pursued routinely throughout all polic3nnaking delib- 
erations. 

In closing, let me just say that initiatives such as yours and 
others being developed by this committee are appropriately scaled, 
in our opinion, to the differences that apply in small town America 
and, therefore, have a very good chance of making a true differ- 
ence there. They combine well with the features that we find even 
today in our sophisticated world that do exist in small towns of 
self-reliance, of self-help, of people wanting to make their commu- 
nities better. 

I want to thank you, Mr. Chairman, personally for your support 
of our association's major new initiative in the area of development 
called "Harvesting Home Town Jobs," which I know you have 
seen. We know that you also are aware that tomorrow morning 
with your help in the Capitol building there will be a series of 
showings of the video "Harvesting Home Town Jobs," so that Mem- 
bers of Congress and key staff can see this program which is geared 
toward having small towns help themselves out of the economic 
problems that they have now. 

Thank you very much for all of your help. We would be happy to 
respond to any questions. 

[The prepared statement of Mr. Schiff appears at the conclusion 
of the hearing.] 

Mr. Jones of Tennessee. Thank you very much, Mr. Schiff, for a 
very fine statement. We look forward hopefully to many Members 
viewing the program tomorrow. 

We are pushed for time and we're not going to ask too many 
questions, but we are going to take the privilege of talking with 
you for any assistance that we might need in the future. 

I do have one question I want to ask Mr. Palk. If Mr. Cassidy 
wants to respond, I would like for him to do that also. We'll take 
one round at least. 

To what extent, Mr. Palk, are rural electric co-ops limited from 
investing more than they do in rural development projects? How is 
this limit established? Is it by statute or by REA regulation? You 
sort of alluded to that, and I would like you to elaborate on what 
you said. 

Mr. Palk. Thank you, Mr. Chairman. I would be happy to re- 
spond to that. 
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The limitation that the co-ops presently are under is a result of 
the way the REA mortgage is written. There is language in the 
mortgage that says that not more than 3 percent of the co-ops' 
plant value can be spent for nonact purposes. "Nonact purposes" 
would be some of the purposes we're talking about this morning for 
rural development projects. 

If this were raised to a higher amount, this would allow the coop- 
eratives to expend monies in their local communities for some of 
the exact purposes we have been talking about this morning. 

The source of that limitation is not statutory; it is language in 
the mortgage. That's the limitation the co-ops are under. 

Mr. Jones of Tennessee. With the 3-percent limitation, have you 
a figure of how much money that might be? 

Mr. Palk. Well, you take an average co-op — we'll just say for 
round figures, Mr. Chairman, that had a plant value of $10 mil- 
lion 

Mr. Jones of Tennessee. Is that total plant value? 

Mr. Palk. That's total plant value, sir. So you take 3 percent of 
that figure, whatever that is. 

Mr. Jones of Tennessee. Would a change in the lien accommoda- 
tion policy of the REA enhance the co-ops' ability to invest addi- 
tional capital in rural development initiatives? 

Mr. Palk. Yes, we believe that it would. The lien accommodation 
policy of REA now is pretty rigid, and we feel that if lien accommo- 
dation were addressed in a changed mortgage whereby the REA 
would take into account other lenders and other partners in rural 
development projects that might be involved, this would enhance 
the ability to put these projects together even better. Lien accom- 
modation, lien subordination, some of the change in the language 
of the present mortgage would accommodate that aspect, sir. 

Mr. Jones of Tennessee. Do you believe that the NRECA board 
would be agreeable to a change of this sort legislatively? 

Mr. Palk. Yes, sir, I do. I not only believe that the board would; 
our membership has already spoken to it through resolution at 
their annual meeting in February and has encouraged us greatly to 
become even more involved in community development. 

Mr. Jones of Tennessee. We need to get together and talk about 
that, so we might make that all inclusive in some piece of legisla- 
tion that we might be promoting. 

Mr. Palk. Sir, we would be happy to talk to you any time. 

Mr. Jones of Tennessee. Very good. Let's don't forget that. 

Mr. Palk. Thank you. 

Mr. Jones of Tennessee. Mr. Cassidy, do you have any reserva- 
tion about that? Do you want to tell us what you think? 

Mr. Cassidy. Yes, Mr. Chairman, particularly with regard to the 
lien accommodation. As a private lender who deals a lot with REA, 
it is difficult to get a lien accommodation and, in fact, the policy 
that they operate under makes it difficult for private lenders to 
provide credit to the borrowers of REA. A modification in that 
policy, either administratively or through statute, would make it 
easier for private lenders to provide credit for so-called, nonact pur- 
poses — non-REA act purposes — which would include rural develop- 
ment as well as other business enterprises. 

Mr. Jones of Tennessee. So you feel favorable toward it? 
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Mr. Cassidy. Yes, sir, absolutely. 

Mr. Jones of Tennessee. Some change like that. 

That's all the time I'm going to take. My time has expired. I will 
yield to Mr. Coleman. 

Mr. Coleman. I don't have any questions. 

Mr. Jones of Tennessee. Mr. Tallon? 

Mr. Tallon. Mr. Chairman, thank you. Fm very interested in 
the questions that you were asking Mr. Palk. I just want to say 
that I appreciate so much the involvement in my rural district of 
our electric cooperatives and their efforts to help us enhance and 
move forward with economic development in those areas. Fm espe- 
cially interested in the report of this blue ribbon panel of the rursd 
electric leaders that would be studying the expansion of the role of 
the REA to include economic development activities and expanding 
the mission of the REA systems throughout the Nation. I want you 
to know that I want to work with you in developing whatever we 
might need to do to give you that authority. I think it's an excel- 
lent opportunity for rural America. I congratulate the rural elec- 
tric cooperatives for their efforts in this area thus far. Thank you. 

Mr. Palk. Mr. Tallon, you're very welcome. We appreciate those 
comments and assure you that as we progress with our study we 
would like to be able to call upon your fine offices for advice. 

Mr. Tallon. Thank you. 

Mr. Jones of Tennessee. Mr. Richard Stallings? 

Mr. Stalungs. No questions, Mr. Chairman. 

Mr. Jones of Tennessee. Let me project this just a little bit fur- 
ther since I didn't use all my time. Do you know whether or not 
the telephone co-ops would come under the same classification that 
you do? 

Mr. Palk. They come under REA lending program, Mr. Chair- 
man, but I am recalling just strictly from memory, but I believe 
they have a little different language in their mortgage as far as 
lien accommodation. 

Mr. Jones of Tennessee. We need to look into that also. 

Thank you very much, gentlemen. We appreciate it. I wish we 
had more time, but we just simply are crowded for time today. 

The next panel consists of more people than are on the agenda 
today because we are having to switch because of the time element. 
Mr. Bill Heffernan, rural sociologist, University of Missouri, Co- 
lumbia; Mr. Robert A. Youmans, member of the Rural Family 
Issues Coalition of Columbia, South Carolina; Ms. MoUie Anderson, 
director of the Greater Nebraska Job Training Program, Depart- 
ment of Labor, Lincoln, Nebraska; and we're going to move two 
others up to this panel because they have a problem as far as time 
goes: Mr. Jay Hedges, director of the Illinois Department of Com- 
merce and Community Affairs, Springfield, Illinois; Mr. Larry A. 
Werries, director of the Illinois Department of Agriculture, Spring- 
field, Illinois. 

We will take you in that order. Mr. Hedges will follow Ms. Jack- 
son and Mr. Werries will follow Mr. Hedges. 

Mr. Coleman? 

Mr. Coleman. Mr. Chairman, if I might just say a few words 
before Bill Heffernan commences his testimony. I think he's the 
first one up. 
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Three years ago in 1984 I asked somebody in the Department of 
Agriculture here to give me some information behind the cold facts 
and statistics that we knew too well, and that was the number of 
bankruptcies and foreclosures and family farmers leaving the farm 
and tell me the human side of this equation. I certainly knew in 
my district but I would like to know additional information. He 
said, ''Congressman, nobedy has ever asked us that information 
before." 

As a result of that simple question, the Department did go for- 
ward to try to determine some information, and they let a contract 
to the University of Missouri and to Mr. Heffernan and his wife 
who went out and studied this phenomena, which Bill has reported 
back to us previously several years ago and which he references 
today in his comments. 

They are the first, I think, to document, if you will, the human 
side of the equation that we are tr3dng to address. From that initial 
question came eventually, through the 1440 section of the farm bill, 
through some other activities in my district, through the formula- 
tion of the four-part rursd development initiative — much of what it 
is predicated on is the study and findings that Bill and Judy Hef- 
fernan have made. I would like, first of all, just to say that as a 
preface to what Bill might say today and also to welcome him as a 
Missourian, as somebody who is very much concerned and involved 
in this effort in rural America. 

Bill, thank you. Welcome. 

Mr. Jones of Tennessee. Thank you very much, Tom. 

I believe I overlooked Ms. Andrea Jackson. Did I introduce her? 
She's there, I know. I don't know whether I did or not because I am 
confused with some of these changes we made. Anyway, we're glad 
that you're here. 

Ms. Jackson. Thank you. 

Mr. Jones of Tennessee. Mr. Bill Heffernan, you're recognized 
and you may proceed. We're glad you're here. 

STATEMENT OF WILLIAM D. HEFFERNAN, PROFESSOR OF RURAL 
SOCIOLOGY, UNIVERSITY OF MISSOURI-COLUMBIA 

Mr. Heffernan. Thank you, Mr. Chairman. I appreciate veiy 
much being here today. Most importantly, I want to commend this 
committee for focusing on this very important issue of rural devel- 
opment. 

In light of some of the earlier discussion, I'm going to go directly 
to some of my remarks concerning the program we have been 
working with at the University of Missouri. The University of Mis- 
souri Extension Service has had a long history of working with 
rural communities to enhance economic development, but with the 
funding we receive under section 1440 of the Food Security Act we 
have been able to include four additional areas to give us a much 
more balanced program focusing on both the social and economic 
development of rural areas. 

I want to talk about the four major thrusts that we have put to- 
gether as a response once we received the funding from 1440. 

The first thrust is what we call the Rural Community Service 
Project. In the northern portion of the State seven senior-level 
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counselors from local rural mental health centers have been hired 
and located in local Extension offices. These professional counselors 
are capable of directing and assisting families experiencing imme- 
diate psychological problems which often lead to destructive or 
abusive behavior. Their mcyor purpose, however, is not to provide 
ongoing family assistance, but rather to help route these families 
in need of assistance to the appropriate services. Most of these fam- 
ilies have multiple problems and can be assisted by not one, but 
several of the agencies and organizations available in our local 
communities. 

The rural community service coordinators can provide the fami- 
lies with information about numerous services available at the 
community, county, regional, and State levels. Even more impor- 
tant is the role the coordinators play in the community. The coordi- 
nators serve as a catalyst to help local citizens inventory the re- 
sources available in their communities, coordinate these resources, 
and help to disseminate the information to a host of caregivers and 
families who are in need of this information. They are also helping 
to establish local support groups and providing professional assist- 
ance to support group leaders when necessary. 

The coordinators utilize the full resources of the University of 
Missouri and the local community mental health centers in provid- 
ing services to rural communities and families. This program has 
been integrated into other ongoing Extension programs such as 
those in farm management, child and family development, and 
community economic development. 

In addition, the program has received strong support and coop- 
eration from the Missouri Department of Social Services, the de- 
partment of mental health, and the department of agriculture 
which coordinates MOFARMS which is a financial management 
program. 

Recently, the department of mental health submitted a proposal 
to the National Institute of Mental Health which is accepting pro- 
posals for innovative programs in the delivery of rural mental 
health services. The Missouri proposal builds on the rural commu- 
nity service project. Likewise, the department of economic develop- 
ment has recently submitted a proposal to the U.S. Department of 
Labor requesting funds targeted to provide special job training as- 
sistance to farm and former farm families. Again, the proposed 
training efforts are highly tied to our 1440 project. 

The rural community service project is also working closely with 
the Missouri Interfaith Coalition on the Rural Crisis. For example, 
the coordinators have become key members of what's called the 
coalition's bank closing response team. They are also being asked 
to help conduct pastoral training conferences held around the 
State. 

Basically we're sajdng that the 1440 project is a key link in de- 
veloping local and statewide network of organizations and agencies 
attempting to help farm and rural families. 

Now the second project is what we call the Career Options for 
Missouri Farm Families. This has, again, about four major thrusts 
to it. One of them is an in-depth career educational program in 
which individuals can come and seek 3 to 5 hours of counseling. 
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Also, there is a hot line which people from around the State can 
call. There is sdso a series of workshops that are being set up to 
help individuals. Since Ms. Jackson is going to be talking more 
about this one, I will not spend any more time on this particular 
option. She has been a part of it and really knows it from the 
bottom up and has worked closely with them. 

A third one deals with rural youth. We know that there are a lot 
of youth that are being impacted. The consequences of this for 
these young people is going to be very long term if we do not deal 
with it upfront. So we have a variety of programs being designated 
to assist the youth and youth leaders in dealing with the adverse 
effects of stress. They include a special program that is being devel- 
oped for teachers both in terms of their in-service training and 
then also materials that the teachers can use in the classroom. 

A series of public forums will be held in several locations focus- 
ing on teenage suicide, stress, and depression, and individual and 
community means by which such problems can be reduced. 

There will also be special training on ways to cope with stress 
and ways to help troubled friends, which is being provided for 4-H 
camp counselors who will be running our camps this summer in 
the State. 

In addition, special training on family communication, stress, 
and stress management will be given to leaders of 4-H and other 
youth organizations. 

The fourth major thrust is what we call the Alternative Horticul- 
tural Produce Marketing. This one is just getting off of the ground. 
Seversd communities are being targeted in which to pilot a unique 
project in which horticulture producers will be linked with such 
local institutional buyers as through schools, hospitals, and nursing 
homes. Also, the potential for processing locally produced items on 
a locsd basis is being explored in several communities. 

Given the severe economic problems facing agriculture and sev- 
eral other industries located in rural areas, it is clear that nation- 
al. State, and local resources must be combined if the impacted 
rural communities are to remain viable. 

Rural development is the only hope many rursd communities 
have for survival. Without a significant and creative effort to revi- 
talize the rural economy, much of rural America will continue to 
deteriorate into an even deeper level of poverty, despair, and de- 
cline. The despair for many farm and rural families is already so 
great that attention must be focused on social and psychological de- 
velopment, as well as economic development, if rural communities 
are to be revitalized. 

We have used the 1440 funds to broaden the rural development 
effort we have had at the University of Missouri Extension and we 
are very much appreciative of those funds. 

Thank you. 

[The prepared statement of Mr. Heffernan appears at the conclu- 
sion of the hearing.] 

Mr. Jones of Tennessee. Thank you very much, Mr. Heffernan. 
You did summarize your statement. 

Mr. Heffernan. Yes. 

Mr. Jones of Tennessee. Without objection, the entire statement 
has been included in the record. 
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We appreciate this vital work that you have been doing. Without 
a doubt, we will be calling upon you for some additional advice. 

Mr. Tallon. 

Mr. Tallon. Mr. Chairman, thank you. I would just like to per- 
sonally welcome our next witness. Bob Youmans, who is appearing 
before this subcommittee. I have had the opportunity to work with 
Bob in his involvement with the South Carolina Farm Bureau. He's 
an outstanding leader. 

I appreciate so much your being here today, Bob. Thank you. 

STATEMENT OF ROBERT A. YOUMANS, MEMBER, RURAL FAMILY 

ISSUES COALITION 

Mr. Youmans. Thank you, Congressman. 

Mr. Chairman and members of the subcommittee, I am Bob You- 
mans. I'm a farmer from Furman, South Carolina. I appreciate the 
opportunity to share with you a view of Itfe in a rural South Caro- 
lina town, my home town. 

In our community of Furman we had 27 full-time farmers in 
1980. We had a thriving equipment dealership there. This growing 
season we will have no more than four full-time farmers, probably 
only two, and the tractor dealership has been out of business for 3 
years. 

This picture of a d3dng rural town is common all across America. 
In most rural areas, farming is the hub that feeds other businesses 
as well as feeds the world. With the loss of as many as 1,000 farm- 
ers in the United States every week, there are serious problems not 
only with farm families, but with farm workers, agribusiness 
people, suppliers, and other rural businesses. 

I applaud the work that you, the Members of the U.S. Congress 
and this committee, in seeking to improve the quality of life of 
rural Americans by encouraging rural development. 

We desperately need to bring opportunities for new jobs and job 
training, technical assistance, and capital improvements to our 
rural areas. 

But many families I know have immediate needs that must be 
met before they can utilize these development opportunities. Every 
day I see people who are so burdened by the load of stress brought 
on by financial uncertainty, loss of businesses and of jobs, their 
way of life, that they literally do not know what to do or where to 
turn. 

I recently was visiting one of my friends, a farmer, who was dis- 
traught because he did not qualify for an operating loan this year. 
In the middle of our conversation, as he was wringing his hands 
and saying, "I don't know what to do. My farming days are over," 
he picked up the telephone on the wall and called the local John 
Deere dealership ordering $1,500 worth of new disc blades for his 
disc harrow, having no idea in the world whatsoever where he was 
going to get the money to pay for them. 

Why this kind of behavior? Let's talk about the rural individuals 
for a moment. Most of us have been trained to plant, to produce, to 
plow, and to harvest. More recently, with the help of the Extension 
Service, we have been taught how to market and even how to de- 
velop a financial management plan, but never in the far reaches of 
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our imagination — mine or our training — have there been thoughts 
of failure, relocation, or changing vocation. Few, if any, know the 
possibilities of help from the traditional social services or mental 
health services that may be in the rural areas. Most of them, if 
they are aware of this help, hesitate because of the very nature of 
the beast. 

This beast called rural America is a rugged, self-reliant individ- 
ual who has never allowed himself to depend on anyone and gener- 
ally not on the system. But things have changed. Our small com- 
munity has seen increases in alcohol and drug abuse, spouse and 
child abuse, divorce, and even attempted suicides. 

One of the most evident symptoms of the rural stress is the total 
withdrawal from all ways of community life and from family and 
from friends and even from church activities. Our rural families 
need help in desding with the stresses, but most of them, as I men- 
tioned earlier, are too independent and too proud to seek this help. 

Because of my frustration over how to get help for my neighbors 
and friends, I joined with other concerned folks from across this 
Nation to form the Rural Family Issues Coalition. This national co- 
alition has four very specific goals: 

One of the goals is to provide 24-hour phone crisis intervention. 

Two, to provide aggressive outreach by trained human services 
professionals who will provide immediate, on-site, one-to-one assist- 
ance for rural families in distress any time or place, and to stay 
with them until the problem is resolved. 

Three, to develop local peer support groups. 

Four, after they have resolved the immediate crisis, to connect 
them and refer them to the appropriate traditional helping services 
such as public health, mental health, extension, ministerial, and 
human services. 

The Rural Family Issues Coalition's goals are patterned after a 
highly successful program developed in Illinois csdled Stress Coun- 
try Style. Let me explain for just one minute why I think this kind 
of program can help in my community or in the thousands of simi- 
lar communities around this country. 

Rural folks find it very difficult to seek help locally, but will fre- 
quently spill everjrthing of their troubles with a compassionate 
stranger. This is evidenced by the scores of cold calls made by the 
Stress Country Style program without one rejection. These first- 
time calls have resulted in a high rate of success in preventing sui- 
cide, homicide, and other problems that destroy the family life and 
the family itself. 

As I look around my community, I see many needs, but none 
more urgent than a workable outreach system. 

Mr. Chairman, I would like to leave with you information that 
details the needs of the rural outreach program and how the pro- 
gram works to have in the record, if it is your pleasure. 

I would like to close by expressing my thanks to you for the work 
that you are doing to strengthen our rural communities. I would 
also like to thank Chairman de la Garza and his staff for introduc- 
ing H.R. 2398, a bill that would provide outreach programs and 
crisis management assistance for farmers and rural families. 
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My hope is that this kind of assistance could be utilized and ex- 
panded in conjunction with the good work that you are doing with 
these two bills that have been introduced. 

I want to thank you for the opportunity of appearing here on 
behalf of the coalition and my fellow farmers. I would be happy to 
respond to any questions. 

[The prepared statement of Mr. Youmans appears at the conclu- 
sion of the hearing.] 

Mr. Jones of Tennessee. Thank you very much, Mr. Youmans, 
for a very practical and fine statement. We will have some ques- 
tions for you at a later time. 

Now we'll proceed with the next witness, Ms. MoUie Anderson, 
the director of the Greater Nebraska Job Training Program, De- 
partment of Labor of Lincoln, Nebraska. 

We are pleased that you are here, Ms. Anderson. You may pro- 
ceed. 

STATEMENT OF MOLLIE ANDERSON, DIRECTOR, JOB TRAINING 
OF GREATER NEBRASKA, NEBRASKA DEPARTMENT OF LABOR 

Ms. Anderson. Thank you. 

Mr. Chairman and members of this subcommittee, thank you for 
the opportunity to testify today and the opportunity to bring my 
young son to Washington and see Government at its best. 

My comments are submitted to you as a summary today. I'm pre- 
senting them and I would appreciate if you would put the full testi- 
mony in the record. 

Mr. Jones of Tennessee. Without objection, it will be made a part 
of the record. 

Ms. Anderson. Thank you. 

I am MoUie Anderson. I am the director of the Greater Nebraska 
Job Training Program which is a part of the Nebraska Department 
of Labor. We were pleased to receive an appropriation of $500,000 
from section 1440 of the 1985 farm bill which allowed us to contin- 
ue our agriculture-in-transition program through September of 
1987. 

I am here today to ask for your continued support of our pro- 
gram which has proven to aid our distressed farming communities 
in Nebraska. Our program serves an 88-county area whose No. 1 
industry is agriculture. Included in your packet today is informa- 
tion on the extent of the crisis and its impact upon Nebraska. 

Because the problems facing rural America are so complex, we 
feel any programs offered as solutions must have a broad spectrum 
of alternatives to ofTer. An3rthing less will result in failure not only 
for the programs implemented, but for the people they are de- 
signed to help. 

As Congressman Coleman said today, today's agricultural crisis 
is far more than a farm problem. It is a rural community crisis 
that requires comprehensive solutions beyond the scope of tradi- 
tional agricultural programs which often stop at the farmgate. 

We support the rural development initiative introduced to re- 
build rural America and restructure USDA, and we compliment 
this committee on its comprehensive design. 
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Let me quickly comment on a few of its objectives. First, we sup- 
port the creation of a Rural Development Administration within 
USDA and the establishment of a special advisor to the President. 
In our opinion, this places the emphasis on the fact that the rural 
economy has changed. No longer is it restricted to the dependency 
on agricultural production. It properly places revitalization and 
rural development on a par with agricultural production issues. 

Second, we support block grant programs to provide seed capital 
for rural economic development which would encourage private 
sector investment and provide funding for rural infrastructure 
needs. Without such assistance, rural communities cannot compete 
with their metropolitan counterparts. 

Third, we support the creation of one-stop shop ag action centers, 
a concept proven to be most effective. 

I would like to use the remainder of my time to comment on our 
program design, our performance, outcome, and our funding issues. 
The centerpiece of our program are six one-stop shops centers 
called ag action centers located in community colleges across our 
State. The colleges provide a comfortable, nonthreatehing environ- 
ment free from the negative social service stigma that my counter- 
parts have already stated is vitally important to these programs. 

This was essential if we were to be able to reach the ag workers 
who traditionally have a strong sense of self-reliance. We developed 
a three-pronged strategy which is outlined in the material you 
have received. The first prong addressed the dislocated farmwork- 
er. We feel our first responsibility in our program is to keep farm- 
ers in farming. The centers allow people to come to their own con- 
clusions about their future in agriculture. They provide farm-ranch 
management courses; legal, financial, and stress counseling; refer- 
rals to social services agencies; and many times they provide help 
in just simply providing supplemental off-farm income in order to 
keep that farm operation going. 

The second prong addresses a dislocated farmer. It provides 
career assessment, counseling, classroom and on-the-job training 
and supportive services. It helps farmers realize they do, indeed, 
have transferrable skills and they are not a dumb farmer. 

Because of the time constraints, I have provided the program 
performance information as a handout. I would like to tell you we 
have had 2,500 individuals come into our ag action centers; 1,300 of 
those individuals have been able to remain in farming; 900 had to 
get out of farming; and we have a 79 percent placement for those 
individuals at a cost of roughly $1,900. 

If you look at that last page of the material which I have submit- 
ted, you will see the return on the investment for the Federal Gov- 
ernment and you will see that by far they return more when they 
are working than what they cost you in expense for these pro- 
grams. 

The third prong in our strategy, and one that is critical to the 
ultimate success of the program, is community services. There is no 
need to retrain people if there are no jobs available. To address this 
need, we must be able to implement programs that create jobs. 

If you will see in the material, there is a real need to provide 
marketing assistance for small towns, business incubation centers. 
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technical assistance for cottage industries, and we have no funds 
for those efforts. 

I would like to submit that there were some problems in the ap- 
propriations received in the 1440 bill. That was in regard to the 
ability to subcontract with other agencies. It was eventually re- 
solved, but it caused some red tape. 

In closing, I would like to say agriculture-in-transition has pro- 
vided a resource for our rural communities. We hope that if legisla- 
tion is passed our program can continue to be a model for other 
States to use. I think that it is apparent this group recognizes 
small farms and communities are an integral and vital component 
of America and that their preservation is critical to our productive 
survival. 

Thank you. 

[The prepared statement of Ms. Anderson appears at the conclu- 
sion of the hearing.] 

Mr. Jones of Tennessee. Thank you very much, Ms. Anderson, 
for a very good statement. Without a doubt, well be wanting to 
talk to you at a later date. 

Our next witness is Mrs. Andrea Jackson of LaPlata, Missouri. 

Mr. Coleman, do you wish to introduce Mrs. Jackson? 

Mr. Coleman. Mr. Chairman, I would certainly welcome Andy to 
our committee. I have known her as a farm wife and as a person 
not in my district but from north Missouri who has had some of 
the same problems as the people in my district because of the vast 
weather patterns that have inundated us for several years. I cer- 
tainly welcome her and look forward to her testimony. 

She is going to be telling us as a participant in one of these pro- 
grams, and I think that is a unique perspective that will be given 
to us. 

Welcome, Andy. 

Mr. Jones of Tennessee. We are delighted to have you. You may 
proceed, Mrs. Jackson. 

STATEMENT OF ANDREA JACKSON, FARMER, LaPLATA, MO 

Mrs. Jackson. Thank you, Mr. Coleman, Mr. Chairman, and 
members of the subcommittee. 

My name is Andy Jackson and I am from LaPlata, Missouri. I 
am married and have three sons. My husband and I have a farm- 
ing operation that has been adversely affected by the current eco- 
nomic conditions. I am a participant in the Career Options for Mis- 
souri Farm Families which is a university extension 1440 project. I 
am presently employed but am looking at career options both in 
and outside our present location. 

I was a participant in a workshop with 10 other individuals, both 
men and women, whose lives are in transition due to the economic 
conditions. Four of these people had college degrees in an area of 
agriculture; one had a graduate degree in agricultural education; 
and three had two or more years of higher learning. Of course, all 
of them had a high school education. Other participants in this 
project have less formal education which indicates that this project 
is serving a cross-section of individuals. We are all involved in agri- 
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culture production and/or agribusiness. We are respected commu- 
nity leaders, and our lives are in transition. 

One participant, who is a widower and father of three sons, does 
not want to leave his local area as his sons are established in 
junior high and high school activities and organizations. He has a 
B.S. degree in dairy science, had sold his dairy herd a week prior to 
our workshop, and he was there looking at possibilities for certifi- 
cation to teach. 

Another participant had recently quit farming, is divorced, and 
has no geographic limitations. He desires to relocate, if necessary, 
and is simply exploring options, tr3dng to find employment possi- 
bilities and to reconstruct a positive self-esteem. 

Other situations of workshop participants are cited in the 
Kansas City Times article which is enclosed with this testimony. 

We, as a group, shared similar problems, concerns, and goals, 
and we developed a caring relationship during the 3-day workshop. 
To those suffering from depression and who are struggling with 
transitional legalities, this workshop experience provided the op- 
portunity for fresh introspection and objectivity in the analysis of 
our own abilities. It provided the opportunity to feel assurance 
that, yes, we still do have skills and capabilities — to re-establish 
confidence in ourselves; the opportunity to step away from the 
problems for a brief time to look clearly at possible solutions. We 
had the opportunity for self-analysis through the Strong-Campbell 
Interest Inventory, and we had individual career counseling ses- 
sions and, importantly, the opportunity to initiate change for our- 
selves in a positive way. 

The university extension is an established, in-place vehicle to 
meet the needs of the agricultural families that are in transition. 
In Missouri the networlSng that is available through their career 
planning and placement center is a very strong advantage, particu- 
larly for individuals that may eventually look to leaving their 
home area. 

I just have a closing thought that actually comes from Naisbitt's 
"Megatrends,** but it relates so strongly to those of us who are in- 
volved in agriculture and involved in transition: 

We are living in a time of parenthesis, the time between eras. It 
is as though we have bracketed off the present, which is here, from 
the past and from the future. We are clinging to that known past 
because we are so fearful of the future. This time of parenthesis is 
a time of change and questioning. Although this time is uncertain, 
if we can learn to make that uncertainty our friend, we can actual- 
ly achieve more in those unstable times than we can in stable 
times. We must get the clear vision of the road ahead. Once we 
have that clear vision, we have a renewed resilience and renewed 
confidence in our abilities to adapt to our ever-changing society. 

I feel strongly that the 1440 program provides an opportunity for 
people who are involved in agriculture to accurately assess their 
abilities and to adapt to this changing society. 

I thank you for the opportunity to share my thoughts with you. I 
would entertain any questions that you might have. 

[The prepared statement of Mrs. Jackson appears at the conclu- 
sion of the hearing.] 
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Mr. Jones of Tennessee. Thank you very much, Mrs. Jackson, for 
a very fine statement. 

Our next witness is one that has been added from the third 
panel, Mr. Larry Werries, director of the Illinois Department of Ag- 
riculture, Springfield. 

Mr. Werries. 

STATEMENT OF LARRY A. WERRIES, DIRECTOR, ILLINOIS 
DEPARTMENT OF AGRICULTURE 

Mr. Werries. Thank you, Mr. Chairman and members of the sub- 
committee. 

I deeply appreciate your adjusting the schedule to accommodate 
a flight to Chicago. 

I will truly attempt to summarize my comments which I submit 
for the record. 

Mr. Jones. Without objection, the entire statement will be made 
a part of the record. 

Mr. Werries. Thank you, sir. 

Tm the director of the department of agriculture in the State of 
Illinois and also a grain and livestock farmer in the west central 
part of the State. We have not been immune from the agricultural 
problems in the State of Illinois although we feel like we have 
fared a bit better than some of our neighbors in the eastern and 
western edges of the cornbelt. 

We feel that our three main reasons for the fact that Illinois per- 
haps has come through those in a little better shape are: first of 
all, we're a prairie State. Our soil is very rich, the weather has 
been a little better than some of the western cornbelt States have 
experienced in drought times. Also, we feel as though our economy 
is more diverse in the State of Illinois. In other words, farmers and 
their wives have more opportunities to find off-the-farm employ- 
ment. 

Nevertheless, just yesterday I called the association which repre- 
sents the farm retail equipment dealers, and in 1980 we had 600 
farm equipment dealers in the State of Illinois; today we have 425, 
a loss of nearly one-third. Just yesterday in one of the Chicago 
papers I read that the bottom six counties in deep southern Illi- 
nois — families which require obstetric services cannot find them in 
those counties. They go to Paduka or Cape Jerado. Mr. Coleman, 
going to Cape Jerado for those services may not be all that bad, 
but, nevertheless, it's pretty far for some of them. We've lost some 
support services, both ag-related and nonag-related, in the State of 
Illinois, as other States have. 

We have taken several initiatives at the State level to try to ad- 
dress these problems. We feel as though we have been very active, 
and several people have alluded to programs going on in Illinois 
that we're quite proud of: the Stress Country Style Program is one 
that I think other States are modeling their programs after. 

We feel as though these programs have taken a logical sequence. 
First of all, the Extension Service got involved in attempting to 
counsel farmers to become better financial managers. We did that. 
The logical sequence there was to provide some financial assistance 
programs. It was found that those programs were not correcting all 
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of the problems which were found out in rural Illinois. Then we 
went to a legal assistance program to help farmers with legal prob- 
lems if they could not truly afford them. Then the next program to 
begin was the stress counseling program. I suppose the next logical 
program is then rural development. 

Our emphasis has been to try to keep farmers on their farms, if 
we could truly do that. If that is not possible, then I think we 
should consider rural development programs to provide alternative 
emplo3mient either in addition to the farming operations or per- 
haps in some cases as an alternative to farm employment. 

I would suggest that some programs are worthy of your consider- 
ation, then, at the Federal level. I might just summarize by listing 
some of those. I think technical assistance is an important aspect 
for the Federal 4evel to consider. Most rural communities are gov- 
erned by part-time or volunteer leadership. In many cases they're 
not always up on the availability of State and Federal programs. I 
think that with some guidance from State and Federal officials 
these communities can avail themselves of these programs. 

Modernization grants, water and sewer system upgrades are still 
important as infrastructure additions to local communities should 
they seek to attract industry. 

I am presently serving on a task force in the State of Illinois that 
is chaired by our director of the experiment station at the Univer- 
sity of Illinois, seeking to establish a system whereby farmers can 
avail themselves of the best technical assistance out there via a 
computer system, computer-assisted decisionmaking, if you will. 

Diversification — this seems to be the byword in central America. 
The problem of farmers not making it raising traditional commod- 
ities and seeking to devote part of their farming operation to alter- 
native enterprises. 

Then local incentives I think should be a part of any Federal pro- 
gram. 

I appreciate the chance to be with you, Mr. Chairman and mem- 
bers of the subcommittee. I stand available to answer any ques- 
tions. 

[The prepared statement of Mr. Werries appears at the conclu- 
sion of the hearing.] 

Mr. Jones of Tennessee. Thank you very much, Mr. Werries, for 
a good statement. Without a doubt, we will be asking you for some 
help a little later. 

Our next witness, and the final witness of this panel, is Mr. Jay 
Hedges, the director of the Illinois Department of Commerce and 
Community Affairs of Springfield. 

Mr. Hedges, we are delighted that you are here. You may pro- 
ceed. 

STATEMENT OF JAY R. HEDGES, DIRECTOR, ILLINOIS 
DEPARTMENT OF COMMERCE AND COMMUNITY AFFAIRS 

Mr. Hedges. Thank you, Mr. Chairman. 

I also will summarize my comments and submit them for the 
record. 

Mr. Jones of Tennessee. Without objection, they will be made a 
part of the record. 
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Mr. Hedges. It's been only two short a period of time since 
people in the economic development community sat at a table like 
this with members of the agriculture community. For many years 
we struggled and fought for scarce resources, and agriculture 
wasn't considered economic development. In recent years, certainly 
in Illinois and our sister States represented on this panel, I believe 
economic developers have recognized that the agricultural commu- 
nity is the lifeblood of the Western States, and the diversification 
and food processing sorts of industries that are related certainly 
are very dependent in terms of our general economy. We sit here 
together at the same table today working hand and hand as op- 
posed to fighting for scarce resources. 

I represent an agency of about 700 employees and about $700 
million in Illinois in terms of economic development. We do a 
number of things, all related to economic development, including 
administration of numerous State programs like job training, de- 
velopment block grants, and many other procurement assistance 
and business management assistance, and other kinds of programs 
to assist businesses. 

We also run the Film Office and manage an Illinois Office of 
Tourism, all parts of our broad, diversified Illinois economic devel- 
opment efforts. We also have a very large and extensive small busi- 
ness assistance bureau in our agency. We feel that this is the real 
growth potential in economic development in Illinois and certainly 
in many other midwestem and other States. 

Within that is where we have begun to really identify the needs 
of rural economic development throughout our State. We have 
found that in light of the fact that we have such large resources 
and so many programs, including Federal dollars, we have still not 
been able to properly address the needs of rural Illinois. 

There are some successes, we believe, however, and some encour- 
agement and reasons why we think there is potential to develop 
these smaller communities in terms of economic development and 
related businesses. In particular, we're finding increased auto sup- 
pliers bring new jobs to our State and to the Midwest, particularly 
interested in what's become known as the "farm work ethic" in Il- 
linois and in the Midwest — foreign and domestic manufacturers in- 
terested in finding farm families and farm people ^ run and oper- 
ate their manufacturing facilities. I feel this offers encouragement 
to rural Illinois and rural America. 

New value-added processing facilities we think will be very im- 
portant to not just diversifying crops, but making more creative 
uses for our existing traditional crops. 

We also feel that there is good news in the area of tourism, some- 
thing we haven't talked much about today, but something that will 
be critical to farm communities and rural communities as people 
seek more diversified tourist and travel activities throughout Illi- 
nois and throughout the Midwest. 

We believe there are some great potentials for success in this 
area, and we not only look toward the Federal Government for pro- 
viding assistance, but the State of Illinois and other States as you 
have heard from today are making State commitments in terms of 
resources and programs to try to correct these problems. 
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Illinois is working to meet these challenges and has provided 
leadership in terms of funding a program to address them. Specifi- 
cally, Lieutenant Governor George Ryan conducted 22 public hear- 
ings during the last year and more than 115 towns were represent- 
ed during these hearings to listen to the concerns of citizens from 
rural Illinois. 

We found that there were several major areas of concern: con- 
tinuing to maintain a rural emphasis and not tr3dng to urbanize 
our rural areas was important to people in our communities to bol- 
ster the rural economy and attempt to provide State and Federal 
assistance to help local efforts, and to strengthen the local govern- 
ments who manv times don't have the professionals and economic 
developers that larger communities have. Also, to improve the edu- 
cation and human resources of these communities, to serve the 
needs of businesses that may be interested in expanding or relocat- 
ing. 

We think it's important that the Federal Government work with 
States and with local governments to encourage the investment of 
private capital in our communities, not just to use State resources 
and Federal resources, but to encourage the leveraging and invest- 
ment of private capital, because we believe this is the only way 
that natural markets can be generated rather than just creating 
employnaent with Federal and State dollars. 

We think it's important to look at innovative ways to provide fi- 
nancing assistance and not tie the hands of State development 
agencies and local government agencies with specific guidelines 
that may not apply the same nationwide, to provide that flexibility 
within certain targeted areas. 

We have been p€u1;icipating in a program just recently adminis- 
tered by the USDA, the Rural Development Program, which allows 
the State of Illinois now, as one of four States in the country, to 
provide low-interest loans, direct loans, grants for feasibility stud- 
ies and technical assistance, as well as loan guarantees provided by 
the Federal Government. Four point seven million dollars was 
awarded to Illinois just about 30 days ago. That will be used in con- 
junction with the new rural economic development program admin- 
istered by our agency and appropriated through the Illinois State 
general fund of $2 million. So the State has provided its financial 
commitment and program commitment to accent and complement 
the Federal program that we think is so important. 

Let me summarize my statement by saying in some specific areas 
we think that the Federal Government and this committee, consid- 
ering the bills at this point, should consider very specific programs 
to assist rural economic development. 

Specifically, revolving loan funds financed by the FmHA and 
State funds can help displaced farmworkers to develop their own 
small businesses. FmHA guarantees are others administered by 
USDA can help the direct loans. State and Federal loans, to pri- 
vate assistance, to provide additional financing for more traditional 
business and industrial expansion in rural areas. Finally, Federal 
loan guarantees for agribusiness to help diversify rural economies 
with value-added efforts. 

We support limits of population of 20,000 which will also mirror 
some of our State programs to try to fend off some of the competi- 
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tion from the more urban areas, and we also believe that it makes 
sense to require State funding commitments in conjunction with 
Federal funds. 

We also believe that there should not be an injection of State 
and Federal dollars that exceeds more than 50 percent of the total 
project to guarantee that there would be private dollars in projects 
so that they would be more economical. 

Finally, we just simply encourage continued cooperation of the 
agricultural community and the economic development community 
and government at all levels, including Federal, State, and loc£d 
government, in attempting to address this issue. We believe it is a 
timely issue and one that is very popular in terms of discussion. 
It's important that the Federal Government strike while the iron is 
hot and attempt to take advantage of these sentiments so that 
these programs can be created and used effectively. 

Thank you. 

[The prepared statement of Mr. Hedges appears at the conclusion 
of the hearing.] 

Mr. Jones of Tennessee. Thank you very much, Mr. Hedges. 

That does complete the panel. I think, simply stated, that each of 
you has complimented what this subcommittee has done so far. I 
think each of you has also indicated your willingness to do all that 
you can to assist us in completing a rural development program 
that will be acceptable to rural America and do something out 
there that needs to be done very badly. 

In order to finish this hearing on time, and time is of essence 
today as it is most days here, Fm going to forego asking any of you 
any questions but reserve the right to contact any of vou by letter 
or telephone for any additional assistance that we mignt need here. 

Mr. Coleman. 

Mr. Coleman. Thank you, Mr. Chairman. 

I do have some questions. I want to take advantage of these 
people being here, but I will try to make them as brief as possible. 

Bill, your operation is under 1440. We have a 1-year, $500,000 ap- 
propriation. What happens the next year? 

Mr. Heffernan. We re hoping for more appropriations so we can 
continue this, Mr. Coleman. There are parts that are moving into 
place, but still this is sort of the key to many other programs in 
fact we are already building on. It is really quite vital that we con- 
tinue this part of it. 

Mr. Coleman. You haven't found an alternative source? 

Mr. Heffernan. We have not found an alternative source. 

Mr. Coleman. Ms. Anderson, as you know, and I certainly would 
give credit to Nebraska that the agricultural action centers in H.R. 
2026 are patterned after your experience and you have been very 
helpful. Although your experience started out with a department of 
labor grant, as I understand it, of $1 million, and we have kind of 
worked through the Extension Service on our approach in what 
we're working on, and what I'm trjdng to have and would like to 
have is the action centers that we would authorize here would be a 
combination of Bill Heffeman's operation, which is emphasizing 
the emotional, the social, that side of the thing, and yours such as 
job training, maybe a little bit more accent there to bring about a 
product which takes the best features of both. 
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I just want to point out to the subcommittee and for the record 
this very important appendix that you have attached to your pre- 
pared statement which shows that this is cost effective. What we 
are doing here is saving money and actually producing more reve- 
nue. When you take the 743 people who have enrolled in your serv- 
ices, when you assume that they are being paid — you know how 
much they're being paid, $5.50 almost — they pay back in 1 year all 
of the money practically that you receive through that grant of the 
Federal Government. Tliey pay that back in taxes and also to the 
State, and have in turn put out $9,000 in that community which 
the economists say turns over seven times. 

When people ask us how much our programs cost, I think this is 
the type of thing that we can say it is actually going to be a pro- 
ducer of revenue and not a drain necessarily on revenue. 

I didn't comment on the last panel, but I think making the Fed- 
eral Government more efficient, perhaps consolidating some pro- 
grams and bringing them under the umbrella agency of the Rural 
Development Administration will also save money. It's got to, con- 
sidering that we've got bureaucracies all through the agencies here 
that don't know what they're doing and the left hand doesn't know 
what the right hand is doing. 

I don't Imow what your experience was, but when we started 
tr3dng to figure out what was going on, we had an awfully hard 
time. 

Ms. Anderson. I think our experience was somewhat similar. 
For the farmer when we got all the groups together that could 
have some impact upon the crisis they were currently going 
through, they were almost boggled at where to go. Those one-stop 
shops are critical to having those individuals access Federal pro- 
grams. 

I would like to say one thing on your comment about the return 
on investment. That is a good piece of information, and I might add 
that if you look at the drain on unemployment in rural communi- 
ties, that will show you what is happening with the financial 
impact when these individuals are unemployed in their communi- 
ties. 

I would want you to know these individuals are certainly very 
marketable to businesses in our State if we are able to provide the 
job training programs to assist them in making that transition. 
There are, and there will be, jobs for those individuals. 

Mr. Coleman. Well, the argument that I make is that the rural 
community is full of people who have a very strong work ethic. 
They just want to have a job to be able to work. They will put 
those talents that they have been able to do so well in agriculture 
to create unparalleled success and production surpluses that are 
continuing to plague us on the supply side — be able to apply those 
types of capabilities to a different job with a strong dedication for a 
fair day's wage. I think that is something that corporate America 
has passed up. We're going to hear from the chamber of commerce 
soon and we'll get into that. 

You are utilizing the State education system as your action cen- 
ters; are you not? 

Ms. Anderson. Yes. 
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Mr. Coleman. Have you had any experience or have you consid- 
ered nonuniversity sites? You said that people were willing to go in 
there; that they don't feel so funny about going in and seeking as- 
sistance there. 

Ms. Anderson. We did poll farmers and in our State they felt 
that the community college was the nonthreatening environment 
that they would feel comfortable going to. I would want you to 
know that I certainly would have no aversion to working with the 
Extension Service. In fact, we do have a cooperative relationship. 

In our State, though, we did find that farmers felt that the Ex- 
tension Service was there for successful farmers and it was difficult 
for them to go back to them for advice as to how to get out of farm- 
ing. That does not mean, though, in our State that the Extension 
Service did not help us in providing those services in the ag action 
centers. I think that a cooperative relationship can be worked out. 

Mr. Coleman. Mr. Hedges, finally, does Illinois have a rural de- 
velopment plan? 

Mr. Hedges. Yes. I believe we provided copies to your staff and a 
letter from the Lieutenant Governor which not only summarizes 
the comments received in these 22 public hearings, but also makes 
several recommendations on how to develop the rural economy. 
Also, we have several pieces of legislation pending in Springfield at 
this present time which we believe will be enacted by July 1. 

Mr. Coleman. Finally, I wasn't clear on the grant that you re- 
ceived from USDA recently of $4.7 million. Could you again — I 
didn't find it in your testimony; maybe it's in there. 

Mr. Hedges. Yes, I believe there as an attachment provided that 
will go into detail on that program. If not, we'll certainly make it 
available to you. 

Illinois received just a few weeks ago a commitment from the 
USDA FmHA rural development program which is referred to — 
the funding comes through a not-for-profit, national finance corpo- 
ration which has been established with the name Minnesota on it. 
Four States are participating and will be receiving funding during 
the coming fiscal year. 

Mr. Coleman. Is that a loan? 

Mr. Hedges. Of the $4.7 million to Illinois, $1.7 million will be 
direct loans and grants for feasibility and marketing studies; the 
other $3 million will be in loan guarantees. 

Mr. Coleman. Thank you. 

Mr. Hedges. As I have said, we have complemented that with an 
additional $2 million of State funding. 

Mr. Coleman. Thank you. I thank all of you for coming and your 
very fine testimony. 

Mr. Jones of Tennessee. Thank you very much, Mr. Coleman, for 
your questions. 

Thank you, panel, very much for being here. 

Mr. Nagle, do you have any questions? 

Mr. Nagle. No, Mr. Chairman, I don't. 

Mr. Jones of Tennessee. We can call them back. 

Do you, Mr. Jontz? 

Mr. Jontz. No, Mr. Chairman. 

Mr. Jones of Tennessee. Do you, Mr. Penny? 

Mr. Penny. No, Mr. Chairman. 
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Mr. Jones of Tennessee. We'll reserve the same right that I did 
to ask them questions if necessary. 

We have a vote on the floor. I think this would be a good time to 
recess the subcommittee and come back for the final panel. 

[Recess taken.] 

Mr. Jones of Tennessee. The subcommittee will resume its sit- 
ting. 

We have three witnesses on this panel today: Mr. Jim Hall, the 
assistant to the Governor of Tennessee, Governor Ned McCorter, 
from Nashville, Tennessee; Ms. Aliceann Wohlbruck, executive di- 
rector of the National Association of Development Organizations 
here in Washington; and Mr. Stuart B. Hardy, manager of Food 
and Agriculture Policy, Resources Policy Department, U.S. Cham- 
ber of Commerce, in Washington. 

We are delighted for all of you to be here. Jim, my special friend 
from the State of Tennessee, assistant to Governor McCorter, we're 
delighted that you could come and be with us. 

You may proceed. 

STATEMENT OF JAMES HALL, ASSISTANT TO THE GOVERNOR, 
STATE OF TENNESSEE 

Mr. Hall. Mr. Chairman, it's a pleasure to be here and appear 
before the dean of our congressional delegation and the good friend 
of the Governor and a good friend of the State to testify on an ex- 
tremely important subject to all Tennesseans which is the develop- 
ment in our State of essentially two Tennessees. 

I have brought with me today and want to bring to your atten- 
tion a recent report by the Tennessee Advisory Commission on 
Intergovernmental Relations. It was submitted to the legislature in 
April of 1987. It is on economic growth and change in Tennessee. I 
want to highlight a few points out of that report for the subcom- 
mittee. 

The findings in that report basically have highlighted that the 
poor counties in our State are mostly rural; that the metro areas in 
Tennessee have higher incomes, higher levels of educational attain- 
ment, higher growth rates in the population and sales tax collec- 
tions and per capita incomes; that there is lower unemployment; 
and that metro areas rank higher overedl in both the growth index 
and economic health index in our State. 

Of importance and significance we feel is the fact that the non- 
metro areas have 34 percent of their workforce employed in manu- 
facturing compared to 20 percent in the metropolitan areas. There- 
fore, the recent losses in manufacturing jobs have had a greater 
impact on our nonmetropolitan or rural, poorer areas in the State 
of Tennessee. 

The problems of Tennessee are really increased by the disparity 
between the urban and rural areas of the State. The major cities 
are close to or above the national average in per capita income. 
The latest statistics produced by the U.S. Bureau of Economic 
Analysis show that only two counties had a per capita income 
above the national average. Both of these counties are in the Nash- 
ville metropolitan area. When the State's metropolitan areas are 
taken as a whole, they had a per capita income 78 percent of the 
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national average. This is in sharp contrast to the 64 percent for 
nonmetropolitan areas. Additionally, 7 rural counties had a per 
capita income less than half of the national average while another 
34 counties had per capita income between half and two-thirds of 
the national average. 

One indication of the dilemma faced by these low-income coun- 
ties is revealed by a comparison of the relative income level with 
educational attainment. A recent study has shown that 15 of the 
lowest income counties in Tennessee also have the lowest educa- 
tional attainment. In addition to the relationship between educa- 
tion and income, there is also a strong relationship between educa- 
tion and unemployment. The higher the unemployment rate, the 
lower the education level. 

Other signs of the disparity between the urban and rural areas 
of the State are the level of unemployment and employment 
growth patterns. The nonmetropolitan area unemployment rates 
have been consistently higher than the metropolitan rates since 
1973. In 1985 the metropolitan areas had an average unemploy- 
ment rate of 6.3 percent while the nonmetropolitan areas' unem- 
ployment rate was 11.4 percent. The slowing down of employment 
growth incurred before the 1980 recession and may be related to 
the exportation of manufacturing jobs and the chronic problems of 
American agriculture. The post-war growth of manufacturing, par- 
ticularly nondurable manufacturing, in rural Tennessee probably 
sustained small family farming by providing alternative and sup- 
plementary employment for farm families. The simultaneous de- 
cline of manufacturing and farming has contributed significantly 
to higher levels of unemployment in many rural areas. Moreover, 
persons whose job skills are limited to farming and traditional 
manufacturing will experience limited re-employment opportuni- 
ties except in low-rate service jobs. 

Current growth patterns are increasing the disparity between 
urban and rural areas. Employment in urban areas increased 5.7 

Bjrcent from 1980 to 1985 and only 2.8 percent in the rural areas, 
uring this time period most of the counties in Tennessee that ex- 
perienced rapid employment growth were in middle and east Ten- 
nessee. The largest concentration of low employment growth coun- 
ties were west of the Nashville metropolitan area. Most of the 
counties that experienced employment losses also experienced 
losses in manufacturing employment. The concentration of job 
losses in manufacturing that occurred in the rural counties of 
upper west Tennessee were primarily in nondurable goods indus- 
tries, those hit by foreign competition. 

In manufacturing, jobs reached an all-time high in 1979, then de- 
clined drastically and have not returned to the 1979 level. Al- 
though there was a short-term upward trend in 1983, jobs de- 
creased again in 1984. As a result of recent slow employment 
growth trends, 52 Tennessee counties, 47 of those in nonmetro or 
rural areas, had greater than 10 percent unemployment in 1985, 
compared to a national average of 7.2 percent and a State average 
of 8 percent. 

Because of the lack of employment opportunities in rural areas, 
many people are forced to move to urban areas or commute long 
distances from work. Without sufficient employment opportunities 
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in our State's rural areas, many of the communities in these areas 
would not be able to survive. To correct these long-term problems a 
new approach to economic development is needed in Tennessee, es- 
pecially in rural areas where unemplo3mient has remained high 
and income low. 

Little thought has been given to what type of infrastructure 
would best suit a small community. Even less consideration has 
been given to what type of indust^ should be recruited or business 
development assistance provided. Expensive investments have been 
made for water and sewer lines, rail spurs, access roads, and indus- 
trial buildings and property, only to recruit companies that 
produce nondurable manufactured goods. The result nas been in 
textile industries dominating Tennessee's rural economy. 

Now, widespread plant closings have left many communities with 
few jobs, low skill levels among workers, and little hope. To solve 
these problems, a cooperative effort between the State and Federal 
governments will be needed. 

In Tennessee we are developing programs that we feel will aid in 
the economic development of the State. First, we have initiated a 
venture capital program to assist in the start-up of new industries. 
Second, we have implemented a better schools program to improve 
teacher pay and increase the quality of elementary and secondary 
education. Third, we have started a massive road improvement and 
construction program that will improve access to rural areas of the 
State. Fourth, we will be implementing a housing program to make 
it possible for low-income families to have access to decent housing. 
Fifth, we will be implementing an indigent care program to insure 
that low-income persons will not be denied access to the health 
care system. Sixth, and most importantly. Congressman, we will be 
preparing a 95-county job economic development program to coordi- 
nate all of the State's development programs and to serve as a 
guide for the formulation of economic policies. 

One of the most important parts of our economic development 
initiative will be a series of cabinet meetings that our Governor 
will be holding across the State starting on June 11 and 12 of this 
year. The purpose of these meetings will be to learn what Tennes- 
seans are concerned about and focus our State problems to address 
these concerns. 

Let me just state that in Tennessee we think we need to be ag- 
gressive about the problem of what is happening in our State in 
the development of two Tennessees. We are proud of the basic 
values and qualities of life that have their origin and strength in 
the rural character of our State. We cannot let the rural areas of 
our State continue to suffer. We must be prepared for the economic 
growth that will keep the rural areas of our State alive. 

From the Federal level, we would like to see support for rural 
development in the form of programs to assist the small businesses. 
One area where assistance is needed is in the financing of new 
business operating expenditures. A program that would provide 
support during this crucial start-up period would insure that more 
small businesses survive and continue to provide much-needed em- 
ployment in rural areas. 

Let me just note at this point we certainly concur in the pro- 
grams that are being reviewed by this committee and the focus 
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that is being placed by this committee on what we think is prob- 
ably the most important problem to the citizens of our State as we 
approach the year 2000. 

To summarize, the primary problem we face in Tennessee is one 
of uneven economic growth across the State of Tennessee. The 
challenge we face is to manage growth in areas that are doing well 
and stimulate growth in the rural areas that are not doing well. 

Thank you very much. 

[The prepared statement of Mr. Hall appears at the conclusion of 
the hearing.] 

Mr. Jones of Tennessee. Thank you, Jim, for taking the time to 
come here and appear and to give a very good and clear scene on 
what the situation is in our State. We appreciate this very much. 
Without a doubt, you will be willing to work with this committee 
on anjrthing that we may bring forward. 

Mr. Hall. Yes, sir. 

Mr. Jones of Tennessee. We appreciate that. 

The next witness is Ms. Aliceann Wohlbruck, the executive direc- 
tor of the National Association of Development Organizations in 
Washington. 

Ms. Wohlbruck, welcome. You may proceed. 

STATEMENT OF ALICEANN WOHLBRUCK, EXECUTIVE DIRECTOR, 
NATIONAL ASSOCIATION OF DEVELOPMENT ORGANIZATIONS 

Ms. Wohlbruck. Thank you, Mr. Chairman. 

I will just summarize my statement, sir, and ask that it all be 
included in the record. 

Mr. Jones of Tennessee. Without objection, it will all be made a 
part of the record. 

Ms. Wohlbruck. Thank you. 

I would like to thank you, Mr. Chairman and Mr. Coleman, for 
inviting NADO to be represented at these hearings today. Our 
members are grateful for your leadership in gaining better under- 
standing of the needs and problems faced by rural communities. 
We appreciate the opportunity of commenting on the problems 
facing rural communities and the rural development legislation 
pending before the subcommittee. 

NADO was founded in 1967 by a group of economic development 
districts to encourage the creation and retention of jobs in rural 
and small metropolitan areas. Today our members are multicounty 
planning and development organizations and other State and local 
and private agencies which help local governments and the private 
sector work together on business, community, economic, and rural 
development programs. 

Among our members are the Southwest Tennessee Development 
District in Mr. Jones' district and the Green Hills Regional Plan- 
ning Commission in Mr. Coleman's district. 

For thousands of small communities, development district staffs 
provide the only professional assistance to governments, businesses, 
and citizens in the field of economic development. By working coop- 
eratively through development districts, local governments and the 
private sector can maintain and create jobs with a minimum of 
control from Washington and maximum local participation. 
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For small metropolitan and rural communities, the Farmers 
Home Administration nonfarm programs, the Economic Develop- 
ment Administration, the Appalachian Regional Commission, and 
the Small Business Administration are the Federal development 
programs which have been of the greatest assistance. 

As you can see from the chart at the end of our prepared state- 
ment, Federal grant and loan programs of greatest importance for 
rural development have been cut by 61 percent from 1980 to 1987. 
The Reagan administration's fiscal 1988 budget would bring the re- 
duction since 1980 to 67.5 percent. Nearly one-third of that reduc- 
tion from 1980 to 1987 was termination of general revenue sharing, 
but the rest of the cut was spread among many small programs. 
The fact is that the administration and the Congress have eliminat- 
ed some rural programs and severely curtailed others, including 
EDA, ARC, and Farmers Home. The 1988 column on that chart 
shows what has been requested by President Reagan for the 
coming fiscal year. 

We agree with you and Mr. Coleman that the Department of Ag- 
riculture must become involved in nonfarm development programs. 
However, we are fearful of putting all our rural development eggs 
in one basket. Just as urban areas receive development assistance 
through various Federal departments, we believe that rural com- 
munities must be eligible for various types of Federal assistance. 
Rural communities must continue to be eligible for transportation 
assistance from DOT, for small business aid from SBA, and for eco- 
nomic development funds from the Department of Commerce. 

In the past several years we have seen this subcommittee and 
the appropriations subcommittee add funding for nonfarm Farmers 
Home programs and then watched USDA reprogram the funds to 
agriculture. We also agree with Mr. Gunderson about the problem 
of current Federal formulas that are not applicable to rural areas. 

NADO was one of the groups that supported your efforts, Mr. 
Jones, in enactment of the Rural Development Policy Act of 1980. 
We had high hopes for the Office of Rural Development Policy and 
the appointment of an Under Secretary for Rural Development, 
and that this would lead USDA to be a real leader in the field. Un- 
fortunately, we have seen the Office of Rural Development Policy 
abolished and the Under Secretary's position filled only on an 
acting basis for almost a year. 

Simply moving boxes around on an organization chart will not 
help rural communities who face declining revenues and popula- 
tion losses. Congress can lead the USDA horse to the rural develop- 
ment water, but they cannot make it drink. We support the re- 
quirement that GAO analyze existing rural programs in the hope 
that this will lead to congressional action requiring the administra- 
tion to implement and fund currently-authorized programs. 

As you can see from our budget analysis, the Reagan administra- 
tion has called for the elimination of virtually every existing pro- 
gram for rural development. We are pleased to hear that the ad- 
ministration is now in favor of rural development, but we would be 
even more pleased if they were in favor of funding the program. 

While volunteers in the private sector participation are essential 
to the success of rural development, NADO believes that Federal 
money will be needed to help bring back or retain economic stabili- 
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ty in rural communities. Our members will do their best to support 
the authorizing legislation that you two have proposed, but we are 
most concerned whether the budget and appropriation committees 
will see fit to include actual dollars for implementation. 

The Reagan administration has told Congress that money is 
needed for defense and for foreign aid, but rural citizens are being 
told to pick themselves up by their bootstraps and use volunteers. 

The three highest priorities for funding for rural development 
purposes from our members' perspective are grants to rural organi- 
zations for establishing revolving loan funds to provide capital to 
create private sector jobs, grants and loans for needed infrastruc- 
ture in rural counties and communities, and grants to locally-based 
organizations to provide management assistance to local govern- 
ments and small businesses in rural areas. 

In conclusion, I would again pledge NADO's cooperation to help 
you refine the legislation and to gain support of your colleagues in 
the House and the Senate. We're delighted that your bills recognize 
the need to revitalize rural America through nonfarm development 
programs. We look forward to working not only for authorization, 
but also for appropriations and implementation in the next fiscal 
year. 

[The prepared statement of Ms. Wohlbruck appears at the con- 
clusion of the hearing.] 

Mr. Jones of Tennessee. Thank you very much, Ms. Wohlbruck, 
for a very fine statement. We will be communicating with you in 
this regard. 

Our next and final witness is Mr. Stuart Hardy, the manager of 
food and agriculture policy. Resources Policy Department, U.S. 
Chamber of Commerce, here in Washington. 

Mr. Hardy, we are pleased that you are here. You may proceed. 

STATEMENT OF STUART B. HARDY, MANAGER, FOOD AND AGRI- 
CULTURE POLICY, RESOURCES POLICY DEPARTMENT, U.S. 
CHAMBER OF COMMERCE 

Mr. Hardy. Thank you, Mr. Chairman. 

I am going to keep my comments extremely brief because I think 
the other witnesses have brought out many of the points that we 
have made in our prepared testimony. I would simply like to un- 
derscore a couple of the points made here earlier this morning. 

I am very pleased to be here and testify on behalf of the hun- 
dreds of local chambers of commerce in rural areas and to state 
their support for the approach outlined in H.R. 2026 and H.R. 1800. 

Rural Main Street business people are an important part of the 
decisionmaking process in rural communities, and very often the 
political and volunteer leadership of communities is taken from 
local business and professional people. Rural chambers tend to be 
highly realistic and even fatalistic about the changes taking place 
in their communities. They are very well aware that many of the 
driving economic forces have global causes and implications; that 
their local economies are linked to an international economy in ag- 
riculture, energy, mining, and other sectors; and that even the Fed- 
eral Government and Congress have little control over these driv- 
ing economic forces. 
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Local chambers understand that fundamental restructuring of 
rural economies is now occurring and will continue to occur what- 
ever policies the Federal Government may adopt. The key, and I 
think the key that has been stressed here this morning, is to give 
rural leaders, whether they be elected or appointed, whether they 
be on salaries or volunteer, to give those leaders the capacity and 
opportunity to respond to change, to expand their knowledge base 
and technical skills so that they can better assess their options and 
make better plans for the future. 

The policies and programs contained in both H.R. 1800 and H.R. 
2026 have the necessary characteristics to give rural leaders the 
support they need to cope with structural change and economic dis- 
locations. Specifically, these bills are based on the concept of part- 
nership, that is, working with local leaders and using Federal re- 
sources to leverage additional resources in the private sector. These 
bills recognize the great diversity in rural America and provide the 
flexibility and adoptability to be effective in addressing the huge 
variety of conditions in rural America. 

We also appreciate and support the higher profile that H.R. 2026 
would give to rural revitalization in the Agriculture Department. 
We think that is long overdue. 

Finally, we urge the subcommittee to support legislation to 
create a secondary market for farmland mortgages. Of course, this 
legislation is under consideration elsewhere by the subcommittee, 
but we would hope that that would be part of any broad package 
for rural revitalization. 

Thank you, Mr. Chairman. 

[The prepared statement of Mr. Hardy appears at the conclusion 
of the hearing.] 

Mr. Jones of Tennessee. Thank you very much, Mr. Hardy, for a 
fine statement. Without a doubt, we will be calling upon you for 
some consultation and advice as we move on. 

I am going to take the same privilege that I did with the other 
panel and not ask questions of this panel, but reserve the right to 
communicate with you for any questions that we might have later. 

Mr. Coleman. 

Mr. Coleman. I will follow suit, Mr. Chairman. 

I want to thank all of you who have supportive testimony for our 
bills. We appreciate that and we appreciate your coming to Wash- 
ington to present those. Thank you very much. 

Mr. Jones of Tennessee. Thank you, Mr. Coleman. 

Dave Nagle. 

Mr. Nagle. Mr. Chairman, the last panel when I got ready to 
ask questions got up and left. 

Mr. Chairman and Mr. Coleman, Td like to congratulate you on 
your work this morning. 

Diane and I moved here in January. Quite frankly, we felt about 
the first week nothing but awe, but also some anger in that people 
were going into stores and buying things, construction was going 
on, people were going to work. We transformed that back to 
Toledo, Iowa and New Hampton where people aren't going to work, 
stores are closing. I have maintained for a long time that the Main 
Street merchants, the business people, are the forgotten soldiers of 
this war that we're going through in rural America. 
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I think, Mr. Chairman, that I would be remiss if I didn't con- 
gratulate you and Mr. Coleman on your efforts. I pledge my full 
support to you. I think you've done yeoman's service here. 

To the panel, I can only say one thing, and that is that I am dis- 
appointed that Under Secretary Myers did not stay to hear the real 
testimony of what's going on in rural America because the picture 
you paint and the picture he painted, I don't think they're on the 
same planet, let alone in the same country. 

I just want to congratulate you for your insight and I want to 
congratulate the chairman and Mr. Coleman for their efforts in 
this area. I hope that we can move ahead and I hope we can use 
your expertise and pursue this very, very important topic. 

Thank you. 

Mr. Jones of Tennessee. Thank you very much, Mr. Nagle. 

We appreciate the close relationship that we have here in the 
subcommittee. What Mr. Coleman and I have done is for the entire 
subcommittee after consultation and considerations that have been 
laid out before us. 

We do hope to have legislation in shape before we finish this 
year in the 100th Congress. We're not sure that that can be done 
because there are other priorities, but these statements that we 
have had, the testimony that has been received will be perused and 
given very serious consideration before we go to the full committee 
with any form of a proposal. 

We do thank you again for being here. We will be calling on you 
later for any advice that you might give us. 

The subcommittee will stand in recess until Thursday morning 
at 9:30 a.m., at which time we will have a hearing on farm credit. 

[Whereupon, at 12:43 p.m., the subcommittee recessed to recon- 
vene the following Thursday, May 21, 1987, at 9:30 a.m.] 

[Material submitted for inclusion in the record follows:] 
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STATEMENT OP HON. E. THOMAS COLEMAN 

THE RURAL DEVELOPMENT INITIATIVE: 
A STRATEGY TO REBUILD RURAL AMERICA 

Mr. Chairman, I am pleased to testify today before this 
subcommittee on the critical issues of rural development that I 
believe are addressed by H.R. 2026. 

Two years ago, the Agriculture Committee devoted hundreds of 
hours devising a national farm policy to lift American 
agriculture out of its worst depression in half a century. While 
some of those policies may be working and others clearly not, the 
fact remains, it is an agricultural policy. This traditional 
policy of price supports and set-asides might have legitimately 
served as a rural policy in the 1930 's; in the 1980 's it does 
not. 

In the 1930 's, a quarter of the U.S. population lived on 
farms, and more than half of the rural population lived on farms. 
Today, only 3 percent of the U.S. population live on farms; but 
nearly 60 million people, or one-fourth of the U.S. population, 
live in rural communities. Traditional farm policies of the past 
are too narrow to address the complex economic and social 
problems facing rural communities today. They have failed to 
have any significant impact on the quality of life for the people 
who live in rural America. 

The fact is, today's agricultural problems don't stop at the 
farm gate. It is a rural community crisis that has penetrated 
every sector of the rural economy and lifestyle, from its schools 
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to its health care services to the barbershop on Main Street. To 
address these problems. Congress must throw off its blinders and 
look beyond the farm to the farm family — to the people who 
actually live on these farms and in these communities. They're 
going through terrible stress and trauma and need compassionate 
humanitarian assistance they just can't get from traditional farm 
program. 

If these families and communities are to survive into the 
1990 's, we must develop a national rural development policy that 
is designed to meet the specific needs of rural America; it must 
provide assistance to help rural Americans during this period of 
economic and social transition and stimulate a diversified rural 
economy • 

The American people are well aware of urban poverty in this 
country. But I don't believe they fully comprehend the poverty 
in rural America. Driving through most small towns and rural 
communities in this country is reminiscent of the dust bowl of 
the thirties. Streets are empty, shops are bordered up and shut 
down, bankruptcy and foreclosure notices fill the Town Hall 
bulletin boards and a dark cloud of gloom hangs in the air. The 
fact is that where the rural population of America contains only 
24 percent of the nation's population, according to a 1985 Census 
Bureau report it holds 38 percent of the nation's poverty, 67 
percent of the nation's substandard housing and has a 9.2 percent 
unemployment rate compared to the 7 . 2 percent unemployment rate 
of urban areas . 
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There has long been a gap between urban and rural income, 
but until recently that gap had been narrowing. Real per capita 
income in farm dependent counties has declined on an average 
annual basis since 1973. Specifically, the real per capita 
income in farm counties fell from 91 percent of the metropolitan 
level in 1973 to 76 percent in 1984. 

Local governments, too, are losing revenue and are 
increasingly unable to fund basic community services. A 1986 
report by the Senate Subcommittee on Intergovernmental Relations 
concluded that many local rural governments face the prospect of 
a shrinking revenue base for this decade and beyond. Rising tax 
delinquency rates in rural areas, dramatic declines in 
agricultural land values, and significant declines in nonfarm 
incomes and property values all support that conclusion. 

While unemployment figures clearly point to an imbalance 
between urban and rural stability, undere mployment statistics — 
those which take into account part-time unemployment and 
substandard salaries — provide a more complete picture of rural 
poverty and discontent. Because of their relative isolation, 
rural workers are less likely to find new employment 
opportunities in their communities. Consequently, periods of 
unemployment are longer in rural areas and the lack of new 
options have forced nearly one fourth of rural workers to work in 
jobs below their skill levels. In 1982, economic underemployment 
was 30 percent higher in nonmetro areas. 

Rural businesses and banks are failing at record levels. In 
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1986, 138 FDIC-insured banks failed in the U.S. Fifty-nine, or 
43 percent, of these were agricultural banks. The outlook for 

1987, will be worse, according to the FDIC, which predicts there 
will be more bank failures nationwide this year. 

In a recent survey by the Federal Reserve Bank of Kansas 
City, bankers reported that rural nonfarm businesses remained 
under far more financial stress than normal. 

Bankers reported that more than one out of four rural 
nonfarm businesses in their trade areas were having severe 
financial problems. Bankers also reported that 5 percent of 
rural nonfarm businesses closed during the past year, a rate also 
considered four times normal. Farm equipment dealerships remain 
among the most stressed businesses; bankers reported that nearly 
12 percent of the farm equipment dealers went out of business 
during the past year. 

Without much hope and without work, people are choosing not 
to live in rural communities. Between 1983 and 1985, the 
population of nearly half the nation's rural counties declined. 
Unlike displaced rural workers before them, who found well-paying 
semi-skilled jobs in urban industries, today's rural residents 
may find very low-paying service jobs after being turned away at 
higher paying jobs which require specific technical skills. 
Displaced farmers are joining this group in record numbers. It 
is estimated that 2,100 farmers leave farming each week. One 
hundred and two farmers quit each week in Missouri. 

To address the complex problems of rural America and restore 
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vitality to this important sector of the economy. Congress must 
develop and follow a national rural policy. The Rural 
Development Initiative (RDI) I have drafted is a blueprint for 
that policy. It addresses the human side of the rural crisis, 
and offers a realistic strategy to strengthen and rebuild rural 
economies . 

RDI establishes counseling, informational and job training 
services to meet the immediate needs of hard-pressed farm 
families and displaced workers. It also places rural priority on 
government contracts, procurement and the location of new federal 
facilities, to spur new jobs and economic expansion in rural 
communities. 

H.R. 2026, the Rural Development Act of 1987, is one of the 
four legislative proposals that comprise RDI. The main 
provisions of the bill would: 

* Create a Rural Development Administration (RDA) within 
the U.S. Department of Agriculture to manage rural development 
and assistance programs. This should ensure better coordinated 
and more efficient management of those programs which are 
currently scattered throughout some 20 agencies of the federal 
government. This bill would also rename USDA the "Department of 
Agriculture and Rural Development " to accurately reflect its new 
comprehensive mission. 

* Mandate a study by the General Accounting Office of rural 
programs outside the current jurisdiction of USDA and require GAO 
to advise Congress on the efficacy of transferring those 



Digitized by 



Google 



60 



activities to the Rural Development Administration. 

* Establish Rural Investment and Incentive Block grants to 
provide the seed capital for rural economic development and to 
encourage private sector investment and business enterprises. 

* Establish Rural Infrastructure Block Grants to provide 
funding for rural infrastructure needs, such as road and bridge 
construction, utility extensions, and the development of 
necessary waste disposal and water supply facilities. A sound 
infrastructure is necessary not only to meet existing demands but 
also to attract new business and economic development for the 
future. 

* Establish Rural Technology and Training Centers which 
through the cooperation of non-profit institutions will develop 
new products, processes and marketing techniques tailored for use 
in rural areas. 

* Create Agriculture Action Centers to provide one-stop 
counseling, informational and job training services for troubled 
farm families and displaced rural workers. This builds on 
Section 1440 of the 1985 farm bill, a provision I drafted to 
provide immediate job training, educational counseling and mental 
health services for rural and farm families. The program is 
operating successfully in Missouri, Nebraska and Iowa through a 
$1.5 million grant secured for the program last year. The crisis 
in rural America did not happen overnight and it will not be 
resolved overnight. That's why it is so important to make these 
emergency services available to troubled families and displaced 
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workers today. 

* Establish a national clearinghouse for emergency 
assistance, counseling and other services available to rural 
families through government, charitable and volunteer 
organizations. 

* Establish a Special Assistant to the President to assist, 
advise, and make recommendations in order to improve and enhance 
rural development programs. 

* Refocus attention on current law requirements regarding 
the location of federal facilities in rural areas. This 
provision provides the framework for two other bills I have 
introduced which require that rural suppliers be given priority 
consideration for government contracts and procurement programs 
as well as the location of new federal facilities. If Citibank 
of New York can move its entire credit card operation to South 
Dakota, surely the federal government can place new computer, 
communications or administrative operations in rural communities. 

To encourage youngsters to remain in rural communities and 
prepare for leadership positions in a changing agricultural 
economy, I have also introduced a bill to expand advanced 
educational opportunities for rural youth. This measure, which 
includes the creation of an educational enrichment and rural 
scholarship program has been referred to the House Education and 
Labor Committee. It is, however, an essential component of an 
overall strategy to secure a stable future for rural America. 

The Rural Development Initiative has received wide bi- 
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partisan support from 53 House members including you, Mr. 
Chairman. It is a forward looking plan that addresses today's 
problems and provides the basis for a strong rural economy in the 
future. 

(Attachment follows:) 
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A Promising Start 



' A plan 10 help promote rural development 
i£ scheduled for its first hearing on Capitol 
Mill this morning. But the eflbit, spearheaded 
by Missouri Rep. Tom Coleman, already has 
made progress. 

Earlier this month, Coleman announced a 
SI 00,000 federal grant would be available to 
help high school students in northwest Mis- 
souri get extra help in preparing for careers . 
off the farm. It is a pilot project for what 
Coleman hopes will be an idea that spreads 
aroupd the nation. 

Essentially, the program is aimed at helping 
rural students by providing job counseling, 
workshops and practice in taking college 
entrance exams. Volunteers from local com- 
munities are encouraged to provide jobs for 
the youngsters. Finally, supporters hope to 
expose students in rural school districts to 
computers and their benefits. 

Coleman*s staff reports that the response of 
administration officials to the niral develop- 
ment initiative has been encouraging the last 
two months. Chief of Suif Howard Baker has 



responded favorably in several meeting^ with 
Coleman; co-sponsors in the House have 
come from urban and rural areas. 

The initiative has several solid points in its- 
favor. This is not going to be a multibitlioa- 
dollar iiandout to get farmers back on their 
feet, or banks back in businns. Rather, thfe 
bill is aimed at slowly rebuilding strength in 
rural ureas, staining with the youth. 

If they can be convinced they have a shot at 
a good future in small towns, they wiU be 
more likely to sUy. And if that happens, 
businesses will thrive and homes will be 
better kept. 

For now, Coleman is trying to get parts of 
his program implemented on a piece»by<-pieoe 
basis. Grabbing the money for the pilol 
project on education was one example. 

So far it*s been a strong stan for a plan that 
could take years to put in place. That's nol 
surprising. The problems of rural America 
accumulated over several decades. It will take 
some time to try to heal those wounds. 



Digitized by 



Google 



64 



HR. WEBER 

TESTIMONY BEFORE THE SUBCOMMITTEE ON CONSERVATION, CREDIT AND RURAL DEVL. 

MAY 19, 1987 

IT'S A PLEASURE FOR ME TO BE HERE TODAY AND TESTIFY IN SUPPORT OF THE 
"RURAL DEVELOPMENT REORGANIZATION ACT OF 1987." 

ACTION ON THIS LEGISLATION IS CRITICAL BECAUSE THE NEED TO DIVERSIFY 
THE RURAL ECONOMY IS CRITICAL. THE FARM CRISIS HAS TAKEN A HEAVY TOLL ON 
MAIN STREET, SHUTTING DOWN MANY BUSINESSES THAT DEPENDED SOLELY ON THE AG 
ECONOMY. IN THE PART OF MINNESOTA I REPRESENT, WE HAVE LOST TWO MAJOR 
EMPLOYERS— FACTORIES EMPLOYING OVER 750 PEOPLE— IN THE LAST SIX MONTHS, AND 
SCORES OF SMALLER BUSINESSES IN THE PAST TWO YEARS. 

THE ANSWER TO THE ECONOMIC PROBLEMS OF OUR TOWNS DOES NOT LIE SOLELY 
IN A RECOVERY OF THE AG ECONOMY. AS AGRICULTURE HAS BECOME BIGGER AND LESS 
PROFITABLE, MANY OF OUR SMALL TOWNS CAN NO LONGER SURVIVE ON A(a(ICULTURE 
ALONE. IT'S A LITTLE LIKE TRYING TO STAND ON A ONE-LEGGED STOOL. TO OFFER 
STABILITY TO THE SMALL TOWN ECONOMY, WE NEED TO ADD MORE LEGS TO THAT 
STOOL. WE NEED TO OPEN UP NEW MARKETS AND PROVIDE NEW OPPORTUNITIES FOR 
RURAL AREAS. 

OVER A YEAR AGO, A GROUP OF US IN THE HOUSE FORMED THE RURAL 
DEVELOPMENT TASK FORCE TO WORK ON AN AGENDA FOR RURAL DEVELOPMENT. 
CONGRESSMAN COLEMAN'S BILL— WHICH OFFERS A BLUEPRINT FOR RURAL 
DEVELOPMENT— IS AT THE CENTER OF THAT AGENDA. A NUMBER OF US ON THE TASK 
FORCE JOINED HIM AS ORIGINAL COSPONSORS WHEN HE INTRODUCED IT IN APRIL. 
ALTHOUGH I AM NOT HERE TODAY AS AN OFFICIAL REPRESENTATIVE OF OUR TASK 
FORCE, I CAN TELL YOU THAT MEMBERS OF THE TASK FORCE ARE BEHIND THIS 
LEGISLATION AND WILL BE PUSHING FOR ACTION ON IT. 

I WANT TO HIGHLIGHT SEVERAL PARTS OF CONGRESSMAN COLEMAN'S BILL THAT I 
THINK ARE ESPECIALLY IMPORTANT. 

THE CREATION OF A RURAL DEVELOPMENT ADMINISTRATION WILL CREATE A FOCUS 
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WITHIN THE FEDERAL GOVERNMENT FOR RURAL DEVELOPMENT. RIGHT NOW RURAL 
DEVELOPMENT PROGRAMS ARE SPREAD THROUGHOUT THE GOVERNMENT, NOT ONLY IN TH^ 
DEPARTMENT OF AGRICULTURE, BUT ALSO IN A NUMBER OF OTHER AGENCIES IN OTHER 
DEPARTMENTS. WE NEED TO CONSOLIDATE AND COORDINATE THESE PROGRAMS. IT 
WILL MAKE THEM MORE EFFICIENT— AND MORE ACCESSIBLE TO THE SMALLER 
COMMUNITIES THEY ARE INTENDED TO SERVE. 

THE ESTABLISHMENT OF CENTERS FOR RURAL TECHNOLOGY IffiVELOPHENT WILL BE 
A TREMENDOUS ASSET IN DIVERSIFYING THE RURAL ECONOMY. THROUGH TRAINING, 
TECHNICAL ASSISTANCE, LOANS, AND GRANTS, THESE CENTERS CAN PROVIDE IMPETUS 
FOR NEW PRODUCTS AND THE OPENING OF NEW MARKETS. MANY FIELDS COULD BE 
DEVELOPED FURTHER THROUGH THE USE OF SUCH CENTERS. A NUMBER OF INFANT 
INDUSIRJES--LIKE THOSE INVOLVING SPECIALTY CROPS AND INDUSTRIAL USES FOR 
AGRICULTURAL COMMODITIES— COULD UTILIZE THESE CENTERS TO DEVELOP AN 
ENTIRELY NEW FIELD. 

THE AOdCULTURE ACTION CENTERS EXTEND THE WORK CONGRESSMAN COLEMAN 
BEGAN IN SECTION 1440 OF THE FARM BIU. THESE ONE-STOP CENTERS WOULD 
PROVIDE DISPLACED FARMERS A NUMBER OF SERVICES— JOB RETRAINING, COUNSELING, 
IMPORTANT INFORMATIONAL SERVICES. BELIEVE ME, THE NEED FOR THIS KIND OF 
PROGRAM IS CRITICAL IN MANY PARTS' OF THE UPPER MIDWEST. 

I'VE TOUCHED ON A FEW SECTIONS OF CONGRESSMAN COLEMAN'S BIU. LET ME 
•MAKE ONE OTHER POINT. CONGRESSMAN COLEMAN'S LEGISLATION SHOWS THAT A RURAL 
DEVELOPMENT BIU CAN MOTIVATE ECONOMIC GROVm WITHOUT FINANCING IT THROUGH 
UKMANAGEAflLE FEDERAL OUTLAYS. MANY OF THESE MEASURES INVOLVE 
REORGANIZATION OF GOVERNMENT AGENCIES, GREATER ACCESS BY RURAL AREAS TO 
CURRENT GOVERNMENT PROCUREMENT PROJECTS, AND TARGETED ASSISTANCE THAT WIU 
LEVERAGE ECONOMIC GROWTH IN THE PRIVATE SECTOR. 

PASSING THIS AUTHORIZING LEGISLATION IS VERY IMPORTANT. AS A MEMBER 
OF THE AGRICULTURE APPROPRIATIONS SUBCOMMITTEE, I CAN TELL YOU THAT THIS 
BIU WILL GIVE US AN INCREASED ABILITY TO WORK FOR RURAL DEVELOPMENT ON THE 
APPROPRIATIONS COMMITTEE. 

I'D LIKE TO THANK CONGRESSMAN COLEMAN FOR THE LEADERSHIP HE HAS TAKEN 
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ON THIS CRITICAL ISSUE. I'D ALSO LIKE TO THANK CHAIRMAN JONES FOR HIS 
COMMITMENT TO RURAL DEVELOPMENT AND THE LEADERSHIP HE HAS TAKEN IN WORKING 
TO CREATE JOBS AND DIVERSIFY THE RURAL ECONOMY. 

THOSE OF US WHO SUPPORT RURAL DEVELOPMENT WANT TO WORK ACTIVELY WITH 
THE ADMINISTRATION. I'M VERY PLEASED THAT UNDERSECRETARY MYERS IS HERE 
TODAY FROM THE DEPARTMENT OF AGRICULTURE TO TESTIFY ON THIS BILL. THE 
ADMINISTRATION'S SUPPORT IS ABSOLUTELY CRITICAL IF WE'RE GOING TO MAKE 
RURAL DEVELOPMENT A NATIONAL EMPHASIS. 

THANK YOU. I'LL BE HAPPY TO ANSWER ANY QUESTIONS YOU HAVE AT THIS 
TIME. 
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TESTIMONY OF PETER C. MYERS 

DEPOTY SECRETARY 

U.S. DEPARTMENT OF AGRICULTURE 

BEFORE THE 

CONSERVATION, CREDIT AND RURAL DEVELOPMENT SUBCOMMITTEE 

HOUSE AGRICULTURE COMMITTEE 

MAY 19, 1987 

Mr. Chairman and Maabars of tha Subcommittaa, I appraciata 
thia opportunity to ba with you today to diaouaa a topic of 
iaportanca. 

I rafar to H.R. 1800, H.R. 2026 and aocoapanying billa 
ralating to rural davalopaant. 

Juat four daya ago, Mr. Chairman, wa obaarvad tha 125th 
annivaraary of tha founding of tha Dapartaant of Agricultura. 
Tha 37th Congraaa, in tha authorising lagialation, aaaignad to 
thia naw arm of Govammant [tha ability] "to acquira and to 
dif fuaa among tha paopla of tha Unitad Stataa uaaful information 
on aubjacta connactad with agricultura in tha moat ganaral and 
comprahanaiva aanaa of that word, and to procura, propagata, and 
distributa among tha paopla naw and valuabla aaada and planta." 

You will notica tha worda "tha paopla" appaar twica in that 
ona sentanca. From that, tha Dapartmant long ago bacama known aa 
the "paopla* a dapartmant." Wa hava gona from a largaly rural 
nation of 32 million paopla to a highly induatrializad and 
technological aociaty with a population eight timaa aa large. 
Yet, today, a work force of leaa than 3 percent of the nation's 



- 1 



Digitized by 



Google 



cttrrttnt population provides more than abundant food and fiber for 
our country and aany others as wsll. 

Ths Dspartnent of Agriculture, through those 125 years and 
still today, is proud to continue to serve rural Aaerica and be 
responsive to their needs. 

A few years ago, the fam population found itself in a 
downswing that produced a severe cost-price squeeze for aany. 
With Missive govemaent assistance, it is now beginning to 
recover fros those difficult years. 

During those uncertain days, the ability of the "people's 
departnent" to adapt to changing times and conditions enabled it 
to extend a hand. In the last five years, $81 billion has been 
disbursed in the form of CCC loans and farm program payments. 
CCC outlays exceeded $25 billion last year alone. The Farmers 
Home Administration made farm loans totaling more than $21 
billion during that period and has provided substantial credit 
forbearance to its borrowers. The 1985 Food Security Act is 
working. Under the Act, we have provided over $6 billion 
annually under various export assistance programs. The 1985 Act 
is helping make our farm products competitive in world markets, 
as it was intended to do. As a result, many of the economic 
signs are pointing upward. 

So, while keeping the farmer ever in mind, the "people's 
department" must now turn its attention to the farmers* neighbors 
— to Main Street, U.S.A.; those neighbors that buy the farmers* 
products and sell him most of the materials needed to produce 
them. Their financial health is influenced by the farmers* 
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•conoBic ifttlllMixig. So all of tha halp wa hava b«en giving to 
farmers is also iaportant to rural comunitias, genarally. 

Faming is the dominant econoBic activity in many parts of 
rural America, and we want to continue to nurse it back to 
health. However, all parties with an interest in the future of 
rural America have to look at strategies that will diversify the 
rural economy. Planning officials at all levels of government, 
plus private industry, must look for economic activities that fit 
in the rural community. 

You have recognized this, Mr. Chairman and Mr. Coleman, in 
the form of the legislation being considered. We commend your 
foresight and your compassion, and we want to work hand in hand 
with you as we go along this road together. 

This Administration has carried out many programs over the 
last six years that have aided rural America. Today, we wish to 
make it known that the Department wants to reemphasize its 
commitment to rural America. Mr. Chairman, we are proud of our 
record in this area, and I'd like to supply to the record just a 
few of those contributions. They are as follows: 

o Administration support for production agriculture has been 
impressive. The FY 1987 federal outlays for farm programs 
are expected to nearly equal FY 1986 *s record $25.8 
billion. The situation in the agricultural sector is 
improving as a result of lower interest rates, large 
government transfer payments, reduced debt, good profit 
margins on livestock and an improving export picture. 
Further improvement will have a positive effect on meuiy 
rural communities. The Administration's efforts on 
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agricultural policy rsform can hasten this inprovament, 
and togathar with our af forts on global agricultural 
reform, lead to a healthier agricultural sector in the 
long tern. 

o The President's proposed $980 million Worker Readjustment 
Act will counsel, retrain, assist in relocation and in a 
job search for displaced workers. For the first time, 
farmers will be included in a program such as this. 

o Tax reform will provide additional revenue for many states 
to deal with the rural problem. It is estimated that over 
30 States may receive a windfall. 

o The President has proposed a number of significant energy 
security steps which are still pending in Congress. The 
proposals are: repeal of the Windfall Profit Tax; 
comprehensive natural gas reform; approval of the 
Department of the Interior's five-year offshore oil and 
gas leasing plan; permitting environmentally sound energy 
exploration and development of the Arctic National 
Wildlife Refuge; ensuring the future viability of nuclear 
power through nuclear licensing reform, and 
reauthorization of the Price-Anderson Act. 

In addition, the President has suggested that Congress 
consider several steps that will lead to more exploration 
and davelopment, reduce early well abandonment, and 
stimulate additional drilling activity. These steps 
include two tax changes of a relatively technical nature: 
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repaallng th% transfer rola and incraasing tha nat incona 
liaitation on tha pareantaga daplation allowanca froa 50 
parcant to 100 parcant. Tha Praaidant is alao praparad to 
support a Stratagic PatrolauB Rasarva fill rata of 100,000 
barrala par day providad budgat of fsats ara aada availabla 
to covar tha highar coats of tha fill rata. Also to 
ancouraga axploration and davalopaant, tha Adninistration 
is raducing tha ainisuB bid raquiraaant for Fadaral 
offshora laaaas froa $150 to $25. 

o Tha Adainistration has takan trada action in wood products 
that will halp rural coaaunitias. Tha Prasidant took 
positiva action in tha Saction 201 casa on Canadian shakes 
and ahinglaa, and wa hava nagotiatad a rasolution to 
Canadian axibsidias of hard wood. 

o Tha Adainiatration haa also ra-nagotiatad tha aultifibar 
agraaaant on taras no lass favorabla than previous and 
signad tough agraaaants with tha "Big Thraa"; Hong Kong, 
Taiwan, and Koraa. 

o In response to downturns in the agricultural and energy 
sectors of tha aconoay, tha three federal bank regulatory 
agencies adopted a four-part prograa to assist 
agricultural and energy banks in dealing with their 
problea loans. 

— First, the agencies began allowing well-managed banks 
to operate with capital below the usual minimum 
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r«quir«BMits if the banks provided reasonable plans to 
increase capital and return to good health. 

— Second, the agencies encouraged banks to restructure 
problem loans without incurring losses in certain 
circumstances . 

— Third, bank public reporting requirements were revised 
to segregate restructured but performing loans from 

. the nonper forming category so as to reflect better the 
true level of problem loans. 

— Finally, federally chartered banks that have suffered 
a decline in the legal lending limits since December 
31, 1985 — and therefore their abilities to continue 
to meet the legitimate credit needs of their good 
customers — were granted an increase in legal lending 
limits from the standard 15 percent of capital to as 
much as 20 percent of capital. 

o In FY 1986, USDA procured between $825 and $880 million 
from rural small business. 

o Over the last two years, the Economic Development 
Administration has redirected its assistance to rural 
comaiunities. In FY 1986, approximately 75% of EDA*s 
progrzun allocations went to rural areas. 

The Administration's commitment to rural America is based on 
a recognition that change is going to continue, and that we 
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cannot liait our vision to thm financing of a f«v industrial 
paries that nay nsvar fulfill thair prosiss. ffa hava triad this 
approach in tha past and hava laamad that it sisply doasn't 
work. Wa mist look at today's problaas in tans of today's naads 
with an aya on tosorrov. 

All intarastad partias naad to look at tha basic alanants 
that naka a rural sociaty work, and at altamativa aaans of 
providing thasa alanants: tha public facilitias such as watar 
systaas, tha availability of vantura capital, aducation, 
transportation and haalthcara. All thasa, and mora, ara 
assantial to any aodam Anarican cossunity. A caraful raviaw of 
tha Federal role in thasa areas is also essential. 

We mist not confuse our role as a partner in this 
undertaking, nor should wa mislead the people in their 
expectations. The most iaportant role will be that of the people 
— making their decisions, allocating their resources, using 
their own ingenuity and setting their own horizons. The Federal 
Government will be an active and willing associate, working with 
the people and their local insti tut ions, both public and private. 

About six months ago, the President established the Task 
Force on Rural Communities, consisting of 20 high-ranking 
government officials and chaired by the Under Secretary of 
Agriculture for Small Community and Rural Development. The Task 
Force cuts across all Federal agencies having rural 
responsibilities . 

It has been hard at work. It has considered many concepts in 
its search for a proper Federal response to rural needs. Some 
would require legislation; some could be put into action simply 
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by a dacision to do so. Thm Task Pores sads a rsport to ths 
Econoidc Policy Cabinst Council at ths Whits Hooss vith 
rscoBssndations for action by all psrtinsitt Psdsral agsnciss. 

Ths Cabinst Council rsspondsd to ths Task Porcs's snggsstions 
with ths folloving plan: Ths Task Pores on Rural Oonnmitiss 
would bscoBs an on-going working group of ths Econoaic Policy 
Cabinst Council. Ths Sscrstary of Agriculturs will chair ths 
Task Pores, and its mission is to: 1. sssk bsttsr coordination 
of Psdsral rural developa^nt prograns; 2. hold nsstings and 
hsaringa on ths sf fscts of Psdsral prograns and rsgulations on 
rural comnunitiss; and 3. dsvslop furthsr policy proposals for 
considsration by ths Econosic Policy Cabinst Council. 

In addition, sxscutivs branch agsnciss having rural prograns 
will dsvslop initiativss to addrsss ths problsss of rural Main 
Strsst. U6DA is taking ths Isad; today, ws ars announcing a 
Dspartmsnt 6-point Rural Rsgsnsration Initiativs. 

Mr. Chairman, our six stsps ars: ^is, ths Extsnsion Ssrvics, 
which has a nationwids staff in placs, will placs additional 
priority smphasis on rural rsv Italic at Ion sducation. As ons of 
ths Dspartmsnt 's largsst agsnciss with dirsct public contact, 
Extsnsion will work with Stats officials, county officials, 
community Isadsrs, collsgss and univsrsitiss to dsvslop sducation 
and training programs bsst suitsd to ths community's nssds, to 
build on local institutions, and to sxpand intsrsst in thoss 
spscializsd concsms. 

Ths Sscrstary will ask ths Joint Council on Food and 
Agricultural Scisncs to rsport to him within 90 days on ths 
fsasibility of sotting up rural tschnology csntsrs at land grant 
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universities as another step in iaproving the educational 
process. 

Two , Rural Enterprise Teams consisting of four or five 
specialists will be organized to go, on call, to comnunities, 
counties or States to assist in business development, job 
training, financial management and the like. 

The teams will be prepared to offer ideas and information to 
help a community refine its needs. They will work, if requested, 
to help develop action plans for long-range improvements. 

Three , an information ci«aringhouBe will be established at 
the National Agricultural Library with an 800 telephone number. 
Rural community officials will be able to get up-to-date 
information about Federal programs available to them in a single 
phone call and will be referred to the appropriate agency for 
follow-up. 

This could be especially helpful to those smaller communities 
with leaders who serve in office on a part-time basis. It can be 
difficult and time-consuming for them to thread their way through 
the many Federal programs to find ones suitable to their needs. 

Four , we will instruct all USDA agencies with a research 
mission to increase their efforts devoted to rural economic 
development. Some research questions that need to be answered 
include: What is the actual need for nonfarm full-time and 
part-time workers in rural communities? What types of businesses 
are needed in a given area? What types would be best suited? 
What resources are available? Are modifications to the 
infrastructure needed? What markets exist or can be developed? 
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Fiv^ fftt will r«dirttct tha Famers Hoba Adnlnistration ' s FY 
1987 Business and Industry Guarantee Loan Prograa; and ansure 
that our new regulations for the Rural Developaent Loan Fund 
Relending Program are leveraged so that available funds will be 
used to create more jobs and give preference to those conninities 
under the greatest stress. 

The Farmers Home Administrator already has directed field 
offices to be alert for opportunities to assist family-sized 
enterprises, especially in communities where farmers and their 
families are trying to make the transition to nonfarm 
occupations. 

This redirected program, together with the assets of our new 
rural development loan f\inds transferred from the Department of 
Health and Human Services, can become a valuable rural business 
rebuilding program. 

Six , to ensuria that this rural rebuilding undertaking is 
given the priority it deserves, its overall direction and 
coordination will be placed in the Deputy Secretary's office. 
That way, I can be certain that it retains a central office focus 
with the full backing of the Secretary. 

In addition to these six initiatives, appropriate personnel 
within USDA will look into the potential of further contracting 
and procuring from rural business. 

Our plan is comprised of six integral parts: coordination, 
information, technical assistance, research, education and 
business capital. And, Mr. Chairman, our proposal can be done 
within the President's Budget and the 6ramm-Rudman-Hol lings 
deficit reduction targets. 
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As you can see, Mr. ChalrBan, the Department has aany 
resources available to assist rural conmunities and residents. 
We can build on existing strengths. Iteny of the proposals in 
H.R. 1800 and H.R. 2026 can be iapleaented administratively, as 
outlined in our plan. 

ffe support the concept of H.R. 2026 and have embodied several 
of its aspects in our six points. However, we object to some 
portions of the bill which could prove too costly, ffe are always 
aware of the looming deficit that will crush all Americans alike, 
if we aren't mindful of ways to keep it down. 

We do oppose renaming the Department and a Special Assistant 
to the President on Rural Policy. 

Our opposition in each case is based on both philosophical 
and practical groiinds. USDA has meaning -- and instant 
recognition — for the cattle grower, the com producer, the 
homemaker, the foreign grain broker, and Main Street, U.S.A. 
Simply put, it's not broken, and it doesn't need fixing. 

We also oppose rural block grants on the basis that most 
of the program sources of funding for a rural block grant have 
been proposed for termination in the President's FYS 8 Budget, 
because these programs have proven to be ineffective and have 
failed to meet their objectives. 

We stand ready to cooperate with you in working out any 
refinements that may be needed. 

Mr. Chairman, we in the Administration care; we are 
concerned; and we are committed to work with you and the 
committee to assist rural America. 

Thank you, Mr. Chairman. That completes my statement. If 

you have questions, I will be happy to answer them. 
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Statement submitted by: 

Mr. Norman C. DeWeaver 
Center for Community Change 



My name is Norm DeWeaver. I am with the Center for Community 
Change, a private nonprofit technical assistance and public 
policy organization serving community-based groups in many low 
income areas throughout the United States. I appreciate the 
opportunity to appear before the Committee. 

I commend the Committee for its willingness to take a new 
look at the development challenges facing rural areas. I hope 
that this will lead to a new start toward a more active federal 
role in rural development. 

It's been a while since there have been any new federal 
initiatives in this field. The most recent was the infusion of 
funds into several existing federal programs as part of the 1983 
"jobs bill." The next most recent goes back to the start of the 
decade and the events which led up to the Rural Development 
Policy Act of 1980. 

For most of the 1 980 ' s rural communities have watched as 
federal support for community development withered and federal 
interest — outside the agricultural sector — waned. 
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During these years the economic structiire of many small 
towns has undergone substantial change. The changes resulting 
from shifts in the farm economy are familiar to all of us. At 
the same time, other areas where farming is not the major economic 
activity have also undergone profound shifts as resource based 
industries, manufacturing and services have all changed. 
Designing new federal initiatives to help rural areas must take 
these changes into account. 

The Committee has several worthwhile proposals under consid- 
eration. In one sense, however, the most important task is not 
debating the merits of any of the possible approaches. The most 
important task is making a fresh start by adopting one or more 
doable ideas, ones likely to lead to immediate action in local 
communities, and adopting them now. 

I'd like to look first at HR 1800. This is a bill which 
would make that doable start now. Its programs are all action 
oriented. The assistance would go directly to local communities 
and local community groups. The programs address the key needs 
of helping such groups establish or expand their capability to 
deal with local development needs. 

HR 1 800 would not require any large scale restructuring of 
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any federal agency. Its price tag Is clearly one the federal 
budget can bear. 

I urge the Committee to use this as the vehicle to make a 
new start In providing federal assistance for rural development. 

The central progreun Idea In HR 1800 is the business develop- 
ment grant approach In Section 3. You can't stimulate develop- 
ment, particularly In economically distressed rural communities, 
without developers — local community leaders and local community 
groups that can make things happen. The Section 3 grant program 
provides the potential to sustain the public purpose, private 
nonprofit or public agencies that help to stimulate economic 
growth. 

These grants would make It possible for such community 
development organizations to explore new business Ideas that 
would tap local resources, to find and help business people who 
can translate these Ideas Into reality and to work to mobilize 
the capital to finance them. 

Prototypes of such organizations have taken root In a 
number of parts of the country. I am particularly familiar with 
ones serving chronically depressed rural areas. In upper New 
England, local nonprofit community development corporations have 
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worked to start or expand manufacturing and fisheries based 
companies. In Central Appalachia, a community group has made a 
special effort in the wood products field, trying to provide 
greater stability for local people caught in the boom and bust 
cycles of the coal industry. Manufacturing has been a focus in 
northwestern Mississippi, while trade is a major effort for a 
rural development corporation serving remote communities in 
Alaska. 

All these groups provide examples of the ways in which 
community-based development organizations can make things happen 
in communities where they otherwise wouldn't. The business 
development grant program in HR 1800 would help to sustain and 
expand such efforts. 

The bill also provides for a modest increase in the business 
financing capabilities of the Rural Development Loan Fund. The 
RDLF is an idea whose history goes back more than twenty years. 
Dormant for a time, the Fund was reborn through the efforts of a 
number of community-based development groups in the latter 
1970's. It was transferred to a new home in the Farmers Home 
Administration through the provisions of the 1985 farm bill. 

The RDLF authorizes federal loans to flow, at concessionary 
rates, to local, areawlde and regional development organizations. 
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These borrowers can then relend or Invest the proceeds in local 
business ventures. This mechanism takes the responsibility for 
project selection out of the hands of federal staff and places 
it in locally-based agencies whose sole or principal purpose is 
local community development, which typically have their o%m 
capital at risk in the loan pool and which can operate with the 
speed and flexibility available only to private institutions. 

HR 1800 would augment the capital available to the RDLP, 
currently dependent on repayments from old loans or funds never 
committed when originally approprlatea. The capital base of the 
RDLF would be enlarged by $20 million per year over the next 
five years. In addition, $25 million would be authorized for a 
companion grant program. 

Beyond these economic development initiatives, HR 1800 
would make one other small, but important innovation, vital to 
the well being of a number of rural communities. Section 4 
would extend the valuable and proven community programs of the 
Farmers Home Administration in several new directions. 

A $10 million grant program would enable local community 
organizations to try different ways to insure that rural people 
now lacking basic safe drinking water services get them. This 
is particularly important for isolated families and very low 
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Income rural households currently beyond the geographic or 
economic reach of the type of central system facilities which 
FmHA now supports. The prograun would also recognize the fact 
that In some communities — especially the smallest — the 
problem Is not necessarily the construction of facilities. The 
problem may be one of Improving management skills or the operation 
and maintenance practices of the water system utility Itself. 

Farmers Home has said that It cannot finance these types of 
needs, like paying hookup fees for very low Income families, 
through Its existing water and waste disposal programs. HR 1800 
provides a solution by authorizing a prograun that can. 

I'd like to turn next to the other major legislative proposal 
before the Committee, HR 2026. In several respects, HR 2026 
takes a different approach to the question of new federal rural 
development Initiatives. It promises one new, large scale block 
grant program In Title VII and mandates a major restructuring of 
the Farmers Home Administration. 

At the same time, HR 2026 Includes two smaller scale, 
doable now Initiatives of the type that make the programs In 
HR 1800 so attractive. These are the Rural Technology Grant 
program In Title III and the Agriculture Action Centers grant 



Digitized by 



Google 



84 



- 7 - 



program in Title IV. Both could be started iuedlately with 
modest funding and build on tested concepts. 

In establishing the technology program, I hope that the 
Committee will emphasize that not all technical Innovation 
occurs within the walls of a traditional Institution of higher 
education. Community-based educational groups can and have 
undertaken Important R&D efforts. The ability of the technology 
centers to Involve private Individuals and business research 
efforts Is also key. 

Several of the most Important aspects of HR 2026 concern 
the role of state government In rural development, particularly 
the state rural development planning provisions In Title II and 
the block grant In Title VII. Before moving forward with these, 
I think the Committee should carefully weigh the experience with 
similar approaches over the last 15 years, since the establishment 
of the block grants of the early 1970's. 

State plan requirements attached to federal funds may. In 
some cases, foster communication among state agencies. However, 
they don't dissolve the Institutional obstacles which make joint 
action difficult, whether at the state or the federal levels. 
From the perspective of local community development groups. 
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state planning documents rarely speak to what's needed, on the 
ground, in a specific community setting. 

As far as the block grant initiative is concerned, I think 
we should look carefully at the experience under the block grant 
we already have — the Small Cities portion of the state-admin- 
istered Community Development Block Grant program. When this 
program started, there was an attempt in many states to spread 
the money around for the sake of touching as many places as 
possible with limited attention to need. In a time of increasing 
federal budget restraint, I don't think this is the most cost- 
effective way to reach the rural communitieis with the greatest 
claim on federal assistance. 

A closer look at what the states have, already done and what 
the small cities portion of the CDBG progreun is currently doing 
may be useful in designing an incentive grant approach for the 
states, rather than adding one more somewhat formless block 
grant to the federal inventory. 

The opening language in HR 2026 would change the name and 
the organizational structure of USDA to emphasize its rural 
development mission. I certainly have sympathy for the concept 
involved. 
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However, changing nanes and boxes on the federal organlza- 
tlonal charts won't really lead to changes in the quality of 
life In poorer rural communities. How many such communities 
were enriched when we transformed the Assistant Secretary for 
Rural Development at USDA Into an Under Secretary about seven 
years ago? 

What counts at the community level are prograuns and money. 
No federal organizational shifts can compensate for a budget 
request which, for a depressing number of years, has called for 
the elimination of programs like the water-sewer programs In 
Farmers Home. 

I think we should try for a new start In prograun Initiatives 
and then deal with the federal agency structure question after 
we are more certain of what we want to do and whether we are 
willing to appropriate the money to do It. 

In closing, I would like to stress again that it's the new 
start that counts. It's the fresh initiative, authorized and 
funded, that local community leaders need to convince them that 
the federal government is again willing to be an active partner 
in rural development activities. 
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Statement 

of 

Roy M. Palk 

Executive Director of Operations 

National Rural Electric Cooperative Association 

before the 

Committee on Agriculture 

Subcommittee on Conservation. Credit and Rural Development 

United States House of Representatives 

on 

Innovative Development Strategies in Rural America 

May 19. 1987 

Washington. D.C. 

Mr. Chairman and distinguished Members of the Committee: 

It is my pleasure to appear before you today on behalf of the more than 25 million 
Americans in 46 states who rely on NRECA member systems to supply dependable and 
affordable electric energy for their homes, farms and businesses. The leadership of the 
nation's i.OOO consumer-owned rural electric systems greatly appreciate the ongoing 
interest and support which our program has received from the members of this panel. 

The rural electric family is uniquely positioned to understand and appreciate the problems 
facing rural America. Our rural electric co-op member systems can say. without 
equivocation, that rural America is facing its most severely trying situation since the 
Great Depression. Because of the increased complexity of the national economy, the 
problems may have deeper roots and may be much more difficult to eradicate. 

We commend the Committee for taking an active, concerned leadership role in this 
regard, and we offer our full support and assistance to the Committee in carrying out 
those initiatives that can make a difference for the rural areas we serve. 

Let me speak to those rural areas. While other sectors of the economy have improved 
since the last recession, the situation in rural areas has either remained static or 
deteriorated. The gap between rural and metropolitan areas has widened in terms of the 
measurable statistics available — unemployment and underemployment, poverty, 
substandard housing, health care facilities and a host of other categories. 

Rural electric systems reflect the economic decline which has drastically reduced load 
growth for many of our systems. In fact, today. 222 of the nation's 930 rural electric 
distribution systems are losing consumers. 

The problems facing many of our systems have spurred initiatives to expand our already 
considerable base of service and assistance to rural consumers. And our members, Mr. 
Chairman, have told us emphatically and repeatedly that they want to do more. 
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THE ROLE OF THE RURAL ELECTRIC COOPERATIVES 

Recently, NRECA held a series of four field hearings across the country which were 
attended by 300 rural electric directors and managers. The predominant sentiment 
expressed at each of these hearings was that the Rural Electrification Administration 
(RE A) and the rural electric systems must become more involved in community and 
economic development, that our member systems must become activists, catalysts for 
development. 

The matter of expanding REA's role into rural economic development is one that has been 
intensively studied by NRECA. We will discuss this important point later in this 
testimony. Let me touch on a few of the national efforts which NRECA has spearheaded 
this past year, efforts which have led rural electric cooperatives to: 

Sponsor local **health fairs** to screen large numbers of rural Americans for early 
signs of disease or disability and to provide them with information on how to live 
healthier lives; 

Join the NRECA -sponsored National Rural Telecommunications Cooperative (NRTC), 
a group that will direct the development of satellite-based telecommunication 
services for consumer, educational and rural utilities business applications; 

Focus new initiative on economic development programs in rural areas. For example, 
hundreds of co-ops are making use of a **how to** manual on economic development 
compiled and disseminated by the NRECA staff. The manual is designed to provide 
community leaders with information on matters such as promoting job creation from 
existing local business and industry, attracting new employers to the community, 
improving a community*s potential as a location for economic investment, and 
preparing an economic development plan. 

These are but a few of the programs rural electric co-ops are undertaking on a nationwide 
basis. It does not take into account the numerous other ways in which rural electric co-op 
systems — on their own initiative — are assisting their consumers and the vital role that 
rural electric co-ops across the country play in community and economic development. 

I think it is worth mentioning that since the 1960s, when statistics began to be kept, rural 
electric systems have been involved in community and economic development efforts that 
have created nearly one million new jobs. 

REA*S CONTINUING ROLE 

Mr. Chairman, REA is critical to these continued efforts. REA is and should continue to 
be the solid foundation upon which rural electrification is built. We are pleased to hear 
that the Committee shares that view, and very much appreciate the Committee's 
leadership in this area. We also appreciate the Committee's continuing strong support for 
the concept of a Rural Electrification Administration that is relentlessly aggressive in 
seeking solutions to the very serious problems facing our nation's rural areas, and by 
extension, to our nation's rural electric cooperatives. This is not, however, the agenda of 
this REA Administrator, nor unfortunately, of this Administration. 
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Historically, (he loan programs of the Rural Electrification Administration and the 
technical support which comes through that agency — the programs in which the federal 
government and a local community form a cooperative, a working partnership to 
accomplish a specific objective ~ have proven to be exemplary models of how other such 
programs could work. 

To get to the heart of the matter, the reason the rural electrification program has been so 
successful is because it is a federal program that is locally implemented, locally operated 
and locally controlled. 

It is essential that any rural development programs incorporate the same 
federal-community partnership that has made rural electrification so successful. We 
strongly believe this same relationship is absolutely critical if federal rural economic 
development programs are to be effective. 

We have seen that when the few on the top of the pyramid dictate with great specificity 
the exact nature and extent of use of federal programs, the benefits are negligible. It Is 
difficult, at best, and more likely Impossible for a rigid, Washington-based program to be 
responsive to the actual, changing needs and conditions of a local community. 

Furthermore, an Inaccessible, unwieldy program Is probably worse than no program at all 
In terms of what It can accomplish. 

As recent Congressional field hearings have revealed, monies from federal programs are 
only partially used because of the difficulty In accessing them. These programs are not 
being used by the people for whom they were Intended. In addition, we have found that It 
Is extremely difficult for communities to get needed grants and loans because they are 
directed and disbursed by several different federal agencies, there Is no single, ready 
source or expertise available for the part-time, small community administrator to 
determine what Is available and how to get to it. 

Simplification and consolidation under one — or at least fewer — roofs would appear to 
be desirable. This fact lends added credence to our view that one federal entity could 
serve In an **umbrella agency** role. 

JOINT REA/LOCAL RURAL ELECTRIC CO-OP PARTNERSHIP EFFORTS 

It is the small communities with the greatest need which do not have the access to 
technical assistance and federal money. 

It is also these same communities — many of them at least — In which the rural electric 
cooperative is an influential, competent business with deep roots and a sincere and vested 
Interest In Improving the financial condition of the cooperative, the community's economy 
and quality of life of its citizens. In these communities, the rural electric cooperative Is 
In a position to serve as a catalyst for economic and community development efforts. 

This concept provides what we believe to be the most viable solution: to Invert the 
pyramid by placing these small, grassroots communities at the top, so that economic and 
community interests and concerns provide the motivation for Improvement activities. 

The network for this concept is already in place. 
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REA. the federal agency, already has a long-standing relationship with one of the major 
components of the rural community, and there is the commitment, certainly on the part 
of the rural electric cooperatives and most probably among the professionals at REA. to 
make these programs work and to produce the jobs and economic stimulation our rural 
areas so desperately need. 

Therefore, a special, blue-ribbon panel of rural electric leaders Is studying the expansion 
of the role of the REA to Include economic development activities and to expanding the 
mission of rural electric systems throughout the nation to include community and 
economic development. 

Having said that, Mr. Chairman, we must point out that rural electric systems could not 
take on the additional role of rural economic development without some help. It will be a 
long and difficult task to bring the necessary economic and employment diversity to rural 
areas. And it will require a substantial investment from the rural electric cooperatives 
and their communities with a sustained helping hand from government. 

We offer some specific directions the Congress might examine to forge the effective* 
sustained working relationship between local communities, their rural electric 
cooperatives and their government to make these programs successful. 

THE RURAL COMMUNITY — THE CORE TO ECONOMIC REVITALIZATIQN EFFORTS 

We believe that by working together through the combined REA/local rural electric co-op 
effort one small success can lead to another, and we have some ideas on how we ought to 
go about getting this under way. 

Two homegrown "megatrends'* are that "small is good** and that alongside high-tech is the 
need for *'high-touch.** These are rural characteristics. As we develop policies and ignite 
old and some new programs to revitalize the rural economy, we should not neglect to 
accentuate these characteristics, for they are what so many have found to be truly 
appealing about rural America, and based on numerous studies — including one conducted 
by NRECA — these are the real '*incentive8** for those who have chosen to live in rural 
America. 

Before I discuss specific ideas, I would like to touch upon the core basis for any innovative 
rural development solutions. 

Federal programs often seem to rural people to be at once at a distance and very indirect. 

Many programs have been designed with other than local and user needs and wants as their 
bases. Funds go unused and programs are inaccessible because of the lack of emphasis on 
local community Involvement, local program design and local implementation. It makes 
sense to allow for reasonable options and choices by those who would use the programs. 
The more stringent federal regulations are, the more the objectives of the program will be 
diluted or ineffective. There are sound reasons for a flexible national strategy from the 
bottom up, making the local community the center of the design. Again, this brings us 
back to the very nature of the rural America: i.e., '*8mall is good,** coupled with the 
"high-touch,- or the personal touch. 

The community is an essential component of the social well-being of rural Americans. 
The community is even more influential where the population density is low. 
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The problems of rural America are community problems with community solutions, and 
state and federal systems must positively reinforce this approach. 

Within these local communities, rural electric cooperatives can be mobilized as the most 
effective advocates for community and economic Improvement. 

Finally, community-based programs should develop talents and resources which will 
provide long-term Improvement, not "quick fixes.** 

NRECA RECOMMENDATI ONS FOR RURAL DEVELOPMENT AND ECONOMIC 
REVITALIZATION 

We recommend that all federal rural programs be examined and with a view to redesign, 
so that funds are targeted to be more sensitive to rural conditions. We strongly concur 
with the central theme of the article in the Kansas City Federal Reserve's Economic 
Review by economists Mark Drat>erstott, Mark Henry, and Lynn Gibson, that one does not 
have to choose between those things that make economic sense and those that are socially 
desirable: both are possible with good planning. 

Specifically, at the center of our recommendations are three key points: 

1. Put the design and implementation of rural development programs back with 
the grass roots local community by providing simplified access and minimal, 
flexible regulation to provide the community with greater latitude and options. 

2. Consider using the REA and rural electric cooperatives as a conduit for rural 
development programs to provide necessary liaison, support, technical 
assistance and coordination functions in the community. 

3. Consolidate and simplify rural development programs and consider putting them 
all under one roof. 

These three key innovative ideas are expanded below with specific recommendations that 
stem from our frequent and systematic contact with the heart and mind of rural America. 

We strongly recommend: 

1. Legislation to mandate the consolidation and simplification of rural development 
programs, such as housing, business and community development loans and grants and 
other essential public services and planning. This would maximize the effectiveness 
of these programs. 

2. Allowing rural electric cooperatives to invest funds in other community services such 
as water and sewer systems. Eliminate present limits on rural electric systems* 
ability to participate in such activities. This would allow for more funds for essential 
rural services. 

3. Accommodating liens of other lenders to facilitate rural electric cooperative 
financing required for rural development projects. 

4. Use rural electric cooperatives and their proven network of generation and 
transmission cooperatives, statewide associations and distribution cooperatives as 
catalysts for the initiation of economic development plans, to help with applications 
for grants and loans, and to provide a place to meet and plan programs locally. 
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This is in the true tradition and commitment of rural electric cooperatives to provide 
service in the community and is based on the principle that solutions which are 
community-based are most likely to work. 

3. Support programs that encourage technology transfer, for example, the joint 
NRECA/TVA project currently under way, which can be channelled to local 
communities throughout the country. This transfer will give local communities 
access to tried and proven programs developed over the years by TVA. These 
programs should be vigorously monitored to find out scientifically what works and 
what does not work in community economic development and what modifications 
have to be made to make these programs work. 

6. We recommend consideration of an job training/infrastructure rebuilding project. 
This would employ displaced rural workers, improve the infrastructure for economic 
development and keep people in rural areas where they want to live. The motivation 
to rebuild one's own community clearly will work to benefit the people, their 
communities and the country. 

7. Banking and Financing - Because of the difficulty in financing rural development 
projects, we recommend the creation of a rural development bank which would 
guarantee loans and become a secondary market for local banks. There is a need for 
a federally created finance bank which deals in secondary markets and pooled 
projects to assist local banks to finance projects and to finance start-up businesses 
and infrastructure development. 

8. Promote rural telecommunications, which provides electronic highways that instantly 
remove the economic arguments of geographic isolation. A related recommendation 
is to improve digital switching capabilities in rural areas. Rural areas must have the 
latest telecommunications capabilities, to be on line economically. We have helped 
to form a National Rural Telecommunications Cooperative to help insure access 
equity for bi-directional business data transmission and TVRO programming. 

An attachment to my written statement will provide the Committee with some additional 
background and statistical data to further support NRECA*s recommendations. 

Mr. Chairman, we all have a pretty dismal picture of the economic situation in rural 
America. And I won't quibble that It is so. 

Yet, I would like to point out several things that make our rural electric leadership, rural 
people themselves and me confident that though the road to recovery may be long and 
treacherous, we can make the journey. 

The first thing . . . and this takes us back to the deliberations and actions of this august 
body In decades past . . . reflects the effects of public policy put In place years ago. 

For example as a result of such social reforms as Social Security and the implementation 
of retirement programs, many of the people who have chosen to spend their golden years 
In rural America have disposable Income beyond the day-to-day living expenses. That's 
one kind of market. 

These people are also a strong source of participation In the rebuilding efforts. Many are 
experts in the skills and disciplines necessary to these efforts, and many have the 
expendable time to roll up their sleeves and pitch in. 



Digitized by 



Google 



statement of Roy M. Palk Page 7 

There are also, Mr. Chairman, valuable assets which have developed in rural areas as a 
result of the rural development and highway transportation programs of the 30s and the 
60s and beyond. 

For example, for the most part, we have a workable, efficient interstate highway system 
which makes it possible to move raw materials and products from rural areas to the cities. 

Though we still have a long way to go in this respect, many communities have improved 
community infrastructure facilities such as water and sewage treatment and fire 
protection. This has resulted from some of the programs discussed earlier. 

Rural electrification is a prime, shining example. The Rural Electrification Act of 1936 
has literally transformed the face of rural America, and our member systems are 
constantly improving service, haavying up to meet increasing demand, providing 
sophisticated energy planning for residents, businesses and industries. They are an 
indispensable building block component as we work for more jobs. 

Educational facilities in rural areas, while perhaps not up to the standards of a 
polytechnical high school in Brooklyn, or Cleveland or Baltimore, are sound and turn out 
students who can read and write and continue to learn. And the availability of modem 
electronic communication techniques cannot help but to improve their capabilities. 

There is, as well, in rural America, a well-documented work ethic, a work ethic that 
pushes evermore toward more efficient production, toward more efficient technology. 
And there is a work force in which that ethic is engrained. 

These qualities and facilities comprise a sound, strong foundation on which to build for 
rural America's future. 

And, Mr. Chairman, we've talked economics and jobs and banking and deregulation here 
today. But, I think it is important to maintain some perspective on what it is we're trying 
to preserve. What we're after here is the maintenance of a life and workstyle that is 
basic to this country's development and philosophy. And that is worthy of our best effort. 

Mr. Chairman, I would be pleased to respond to any questions you or any of the 
Committee members may have. Thank you. 
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ATTACHMENT 

KEY DEMOGRAPHIC TRENDS 

First of all, we think the demographics that follow confirm our view that rural economic 
development ought to be community based and that efforts should focused on retention 
and expansion of existing industries rather than the attraction of major new industry. 

* The service sector is providing most new rural jobs — 1.1 million new jobs from 
the years 1976 to 1984 — and both large and small firms are contributing to that 
expansion. These jobs are often at lower salaries than metro-related jobs. 

* Small manufacturing firms contributed 185,000 new jobs in rural areas, while large 
firms generated only 76,000 new jobs (during the same period from 1976 to 1984). 
This seems to argue for a strategy of promoting small manufacturing companies 
which create jobs that require the skills possessed by displaced rural farmers and 
other workers. 

* In 1985, the non-metro unemployment rate averaged above 9 percent, more than 2 
points higher than the metro rate. The non-metro rata has fallen much more slowly 
than the metro rate during the current recovery. These figures are even worse than 
they appear, however, since they fail to include the under-employed, those who have 
dropped out of the job race and those who have exhausted their unemployment 
benefits. Ninety percent of all counties with extremely high unemployment rates are 
rural. 

* The non-metro poverty rate was 18.3 percent in 1985 compared to 12.7 percent for 
metro areas. During the most recent recovery from the recession of the early 1980s, 
the metro rate has improved while the non-metro rate has not. Thirty-eight percent 
of the nation's poor and 67 percent of all substandard housing are in rural areas. 

* The proportion of total family farm income earned from off-farm sources has 
increased from an average of 40 percent in 1960 to more than 72 percent in 1983, 
reflecting the expanding need for off -farm jobs for the small, family farmer. 

These statistics provide a stepping-off point to constructive community action supported 
by state and federal governments and they reflect the desperation of many rural 
communities. Typically, a rural community losing jobs and people embarks upon a course 
of industrial recruitment to save the day. It is not a viable economic development 
strategy because it doesn't work. Why? 

* As many as 25,000 development agencies around the country compete for the few 
thousand companies that relocate each year. 

* States and communities in the competitive rush put together incentive packages, 
"giveaways** to attract new industry. 

* Many companies attracted with the artificially sweet incentives either leave when 
the incentives run out or use the relocation as a springboard to leave the country. 
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State, county and local governments have realized that they cannot compromise their 
future by giving away the store, and rural communities must heed that lesson: companies 
relocating in rural areas must pay a fair share. A substantial Tinancial commitment 
ensures that a company will want to stay rather than seek a better deal somewhere else. 

If, on the other hand, the reasons for locating in a community are access to a reliable, 
skilled, educated and committed work force and a healthy, clean environment in which to 
work and make profits, then the company is more apt to stay as a long-term citizen. 

However, it is our studied opinion that these options are few and far between, and that 
businesses already in place offer a much higher potential for the creation of permanent 
jobs. 

DIFFICULTIES IN RURAL CAPITAL FORMATION 

There is a trend in banking which is similar to the trend in farming, fewer, but larger 
operations. Predictions are that in ten years the present U,000 commercial banks will be 
reduced by half. These larger banks, as with other large business organizations may well 
be less concerned with local communities, with only minimal interest in making funds 
available for local business development. It is not difficult to envision, with the 
interstate branch banking fostered by deregulation, that branch banks will siphon off local 
funds into national money markets, even into international investments. 

The dangers of banking deregulation on rural communities, as reinforced by results 
observed in airline deregulation, are a reduction of banking services, a reduction of 
fixed-rate, long-term loans, increased cost of banking services and reduction of services, 
money flowing out of the community and loss of interest by bankers in local investments. 

In comparison to other banks, rural unit -banks are usually small, geographically isolated 
and serve relatively undiversified markets. These characteristics restrict the type and 
maturity of loans and the ability to attract deposits and non-deposit loanable funds, 
reducing their ability to serve as financial intermediaries. 

Rural banks play a prominent role in supplying credit in rural markets because of the lack 
of other financial institutions. These banks remain important to the traditionally 
dominant segments of the rural economy: consumers, agriculture, housing and small and 
medium size businesses. 

The main role of banks in the agricultural credit market is for short term rather than long 
term credit. The relative importance of banks in supplying both types of farm credit has 
been declining. 

Local governments finance their activities principally through taxes, federal and state 
grants-in-aid, and the bond market. The new tax law has put a burden on small 
communities because it has removed tax exempt financing of development projects. 
Rural governments as well as rural banks are in a poor competitive position due to their 
small size and isolated locations, which makes participation in larger financial markets 
more difficult. 
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Most studies have been consistent with the idea that local commercial banks supply small 
business with most of their financial needs. Commercial banks are only able to provide 
short and intermediate term debt financing due to the nature of their loan funds. Federal 
programs such as FmHA, SBA, HUD, and EDA have been utilized only to a limited degree 
by rural small businesses. 

The volume of loans and loan guarantees from such services have always been limited. 
The most prevalent sources for financing of small business have been the owner's saving 
and borrowing from family, friends and associates. 

New ways of financing rural development projects through local banks have to be 
developed. Without these financial resources, rural areas will always be trailing behind in 
correcting the imbalances between metro and non-metro America. 
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Mr. Chairman, I appreciate the opportunity to appear before your 
committee to address the subject of rural development. 

My naune is Jack Cassldy. I aun a vice president and manager of rural 
utility relations with the Central Bank for Cooperatives in Denver, 
Colorado. I am appearing here today on behalf of the Farm Credit 
System's twelve district Banlcs for Cooperatives and the Central Bank. 

I will be presenting testimony on the positive economic effects of the 
Banks for Cooperatives* credit programs. In addition, I will discuss 
possible ways for the banks to promote new and expanded economic 
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development in rural areas. 

The twelve district Banks for Cooperatives and the Central Bank for 
Cooperatives provide financial services to about 3000 agricultural 
cooperatives and rural utility systems. The banks currently have 
about $8 billion in loans outstanding. The repayment record has been 
very good despite the problems in the agricultural economy. During 
1986, about $4.6 million in loans were charged off. 

Agricultural cooperatives and rural utility systems — and the credit 
programs they depend on — have a significant effect on the rural 
economy. 

For example, the latest information available shows that the 70 
largest borrowers of the Banks for Cooperatives have total annual 
sales in excess of $33.0 billion and assets of $28.0 billion. 

The latest Fortune 500 list of industrial enterprises includes 15 
agricultural cooperatives — 14 of which have a banking relationship 
with the Banks for Cooperatives. These 15 agricultural cooperatives 
have about 60,000 employees — nearly all located in rural areas. 

These statistics demonstrate the important economic contribution being 
made by the borrowers of the Banks for Cooperatives. These statistics 
also indicate the significant role the banks and our borrowers could 
play in contributing to the revitalization of rural America. 

Like our nation's farmers, many cooperatives and utility systems — and 
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th« banks as wsll— ars taxing stsps to adjust to ths changas taking 
place In the rural econoBy. As agricultural cooparatives and rural 
utility systems adjust to today's econoaic environnent, they have new 
and somewhat different financing requirements. 

For example, agricultural cooperatives and some rural utility 
systems— especially telephone systems — need to diversify and bring in 
new capital to strengthen their operations. This can be ACCoinpliBhed 
by forming eubaldlarisB, joint ventures, or partnerships to initiate 
new business activities — activities that are sometimes different from 
the original business but related to serving the heeds of 
-owners. 



If adequate capital is available, new business activities would create 
jobs and economic expansion in rural areas while strengthening the 
agricultural cooperative or utility system, unfortunately, the 
fsrmer-o^fnars of many of these organizations do not have the capital 
necessary to initiate new businesses. This problem could be overcome 
by utilizing capital from other sources. However, the Banks for 
Cooperatives' lending authorities currently prohibit the financing of 
■uba id i arias or partnerships that include capital investments from 
ineligible entities. 

I will provide the committee with two spscific examples. 

A large agricultural cooperative in the southeast that has 
traditionally been involved in providing fertilizers, pesticides, and 
other chemical inpiits is in the process of building a paper mill. 
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This diversification is necessary because the demand for agricultural 
chemical products has declined significantly. 

The mill will be located in an area with an unemployment rate in 
excess of 16 percent. The paper mill will be using proven 
high-technology and will eventually employ about 800 workers. The 
mill will require a capital investment of about $300 million. 

The project has been in the development stage for several years and 
the Banks for Cooperatives have been the lead lenders from the very 
beginning. This is a good project from every perspective. However, 
it could be made better. Several of the 41 newspapers which have 
already contracted to purchase paper from the mill would like to 
purchase an equity interest in the venture. 

The advantage to the agricultural cooperative of entering into a 
partnership arrangement would be to lower the risk of its 
member-owners, strengthen the financial condition of the project, 
utilize a wider variety of expertise, and eventually allow for a 
larger operation that would employ perhaps an additional 500 workers. 

However, under current law, the Banks for Cooperatives can finance 
only wholly-owned subsidiaries of an eligible borrower. We do not 
have the authority to provide financing for the partnership just 
described. 

In this instance, it is likely that the agricultural cooperative will 
be prevented from taking the best course of action from a business and 
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economic development perspective simply because Its long-time 
lender^'the Banks for Cooperatlves--cannot finance a subsidiary or 
partnership that includes equity Investments from entitles Ineligible 
to borrow from the banXs. 

In the second example, a group of rural telephone systems— most of 
them Individually eligible to borrow from the Banlcs for 
cooperatives — are seeking to finance a statewide rural cellular 
telephone project. If this proposal Is successful, It will help 
strengthen the operation of the Independent rural telephone systems 
and provide what Is rapidly becoming an essential service to rural 
areas. Yet, the Banks for Cooperatives are unable to provide the 
financing for this partnership. 

These two cases are just a sampling of the steps agricultural 
cooperatives and rural utility systems are taking to diversify and 
strengthen their operations. These types of adjustments to today's 
economy are not only the result of good business decisions but have 
the added benefit of creating jobs and bringing new capital into rural 
areas . 

As the primary lender for many of the agricultural cooperatives and 
rural utility systems that are making such adjustments, the Banks for 
Cooperatives are being called on to provide appropriate financial 
services. 

The Farm Credit System is considering a legislative proposal to 
clarify the Banks for Cooperatives* lending authorities to finance 
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partnsrshlps, subsidiaries, and othsr ventures — provided that an 
eligible borrower or group of borrowers maintains a majority interest 
or control of the operation. Such a clarification of the Banks for 
Cooperatives* lending authorities would promote economic development 
in rural areas and strengthen the financial condition of our 
borrowers — and do so at no cost to the government. 

I want to commend this committee for considering ways to improve 
economic conditions in rural America. The Farm Credit System's Banks 
for Cooperatives are well situated to play an important role in 
helping to revitalize rural America and we look forward to that 
challenge. I appreciate the opportunity to present our views on this 
subject. 

I will be happy to respond to any questions. 
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MR. CHAIKIfAll, MEMBERS OF THE CGMflTTEE. I AM JEFF FOX, 
VICE PRESH^RT OF LEGISLATION OF COMfDHICATIMG FOR AOaCDLTDRE 
(CA) . I AM HERE ON BEHALF OF CA. 

COIMmiCATING FOR AGRICULTURE IS A NATIOHAL NONPROFIT 
NONPARTISAN ORGANIZATION UHOSE MEMBERS ARE PRIMARILY FARMERS. 
RANCHERS AND SMALL BUSINESS PEOPLE. CA HAS OVER 40,000 MEMBERS 
NATIONWIDE AND MEMBERS IN OVER 45 STATES. 

CA SURVEYS ITS MEMBERS ANNUALLY. THROUGH THIS SURVEY, OUR 
MEMBERSHIP CHOOSES AND RANKS THE ISSUES VE \KBK OK. 

COmUNICATING FOR AGRICULTURE. SINCE IT BECAME A NATIONAL 
ORGANIZATION (TEN TEARS AGO) . HAS BEEN INVOLVED IN A NUMBER OF 
ISSUES AFFECTING THE QUALITY OF LIFE IN RURAL AMERICA. 

CA HAS BEEN INVOLVED AT THE STATE AND NATIONAL LEVELS ON 
SUCH ISSUES AS BEGINNING FARMER PROGRAMS. DEBT RESTRUCTURING AND 
IS RECOCmiZED AS AN EXPERT ON HEALTH RISK POOLS. 
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COMMUNICATING FOR AGRICULTURE THROUGH ITS MEMBERSHIP AND ITS 
LEASDERSHIP HAS DETERMINED THAT RURAL DEVELOPMENT IS A TOP 
PRIORITY. WE BELIEVE THAT RURAL AMERICA CAN PROVIDE THE WORK 
FORCE, THE QUALITY OF LIFE AND THE OPPORTUNITY FOR GROWTH IN NEW 
AND EXPANSION OF EXISTING SMALL BUSINESS. 

RURAL AMERICA HAS A HIGHLY QUALIFIED, TRAINABLE AND WILLING 
WORK FORCE. 

WITH THE GROWTH OF HIGH TECH AND SERVICE INDUSTRY JOBS THE 
WORK FORCE IS NO LONGER REQUIRED TO LIVE IN LARGE METRO AREAS. 
THUS, RURAL AMERICA'S QUALITY OF LIFE CAN NOW BE ATTAINED. 

SMALL BUSINESSES, WHICH FIT WELL INTO RURAL AMERICA'S 

LANDSCAPE, CONTINUE TO PROVIDE MORE AND MORE OF OUR NEW JOBS. 

COMPARISION 

Small Business Large Business 
1976 34.834,418 33,512,802 

1984 45.126.964 40.229.053 

Net gain in jobs 10.292,546 6.716.251 



In another comparison: 

Small Business Large Business 

1980 45.585.170 39.282.320 

1984 49.868.711 40.479.307 

Net gain in jobs 4.391.541 1,196,986 



* (FIGURES FROM THE NATIONAL FEDERATION OF SMALL BUSINESS) 
FROM 1980 TO 1984 SMALL BUSINESS PROVIDED MORE THAN 2 NEW JOBS 
FOR EVERY ONE NEW JOB PROVIDED BY LARGE BUSINESSES. 

IN SEPTEMBER OF 1986 CA STARTED WORKING WITH THE UNDER 
SECRETARY'S OFFICE OF THE DEPARTMENT OF AGRICULTURE, ON A RURAL 
DEVELOPMENT PROGRAM CREATED BY SECTION 1323 OF THE 1985 FOOD 
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SECURITY ACT. THIS PROGRAM IS DESIGNED TO BENEFIT RURAL AMERICA. 
THIS PROGRAM IS DESIGNED TO PROVIDE GUARANTEED LOANS AND GRANTS 
TO DEVELOPMENT IN RURAL COMMUNITIES. IN APRIL OF 1987, CA'S 
BOARD OF DIRECTORS PASSED A RESOLUTION WHICH STATES: 

"BE IT RESOLVED BY THE ASSEMBLED MEMBERSHIP OF COMMUNICATING 
FOR AGRICULTURl THAT CA SEEK COOPERATION BETWEEN PRIVATE 
ORGANIZATIONS AND ALL LEVELS OF GOVERNMENT TO PROMOTE RURAL AND 
COMMUNITY DEVELOPMENT WHICH WILL ENHANCE FAMILY FARMS, RANCHES 
AND SMALL BUSINESSES IN RURAL AMERICA." 

CA, IN THE PAST, HAS HAD GREAT SUCCESS AS A CLEARING HOUSE 
OF INFORMATION ON VARIOUS SUBJECTS ON A STATE BY STATE BASIS. 
SINCE APRIL, COMMUNICATING FOR AGRICULTURE HAS BEEN GATHERING 
INFORMATION AND DATA ABOUT STATE DEVELOPMENT PROGRAMS. 

WE HAVE FOUND IN OUR INITIAL CONTACT WITH THE STATES THAT 
THERE ARE AS MANY PROGRAMS AS THERE ARE STATES. EACH STATE USES 
A DIFFERENT TERMINOLOGY; STATE "A" MAY CALL THEIR PROGRAM JOBS 
DEVELOPMENT: STATE "B", MAY CALL THEIR PROGRAM ECONOMIC 
DEVELOPMEKTi STATE "C" MAY HAVE SOME OTHER DEFINITION. SOME 
STATES HAVE NO SUCH PROGRAMS OR THEIR PROGRAMS HAVE NO FUNDING. 

WE HAVE PROVIDED, TO THE COMMITTEE, AN INITIAL SUMMARY OF 
WHAT WE ARE FINDING AT THE STATE LEVEL FOR ECONOMIC /RURAL 
DEVELOPMENT PROGRAMS. THIS INITIAL SURVEY IS NOT BY ANY MEANS 
COMPLETE, AND WE WILL CONTINUE TO GATHER THE NECESSARY 
INFORMATION. ALSO, INCLUDED WITH THAT INIORMATION IS SOME 
BACKGROUND INFORMATION ON COMMUNICATING FOR AGRICULTURE. 

CURRENTLY CA IS WORKING ON A MODEL FOR RURAL DEVELOPMENT. 
WE ARE LOOKING AT COMMUNITIES THAT HAVE HAD SUCCESS IN CREATING 
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NEW ECONOMIC OPPORTUNITIES. WE HOPE TO HAVE THIS MODEL 
COMPLETED IN THE NEAR FUTURE. WE WILL THEN MAKE THE MODEL 
AVAILABLE TO OTHERS WHO ARE TRYING TO CREATE NEW ECONOMIC 
OPPORTUNITIES IN RURAL AMERICA. 

BECAUSE STATE PROGRAMS VARY, WE BELIEVE THAT ANY FEDERAL 
PROGRAMS INVOLVING RURAL DEVELOPMENT NEED TO BE FLEXIBLE IN ORDER 
FOR EACH STATE TO ADAPT. WE RECOGNIZE THAT WHEN AN ENTITY 
APPROPRIATES MONEY FOR A SPECIFIC PROGRAM OR PROJECT THEY WILL 
HAVE TO HAVE SOME TYPE OF CONTROL ON HOW THAT MONEY IS SPENT. 
HOWEVER, IT IS WIDELY ACCEPTED THAT LOCAL INPUT, IMPLEMENTATION 
AND CONTROL IS NEEDED IN ORDER FOR ECONOMIC DEVELOPMENT PROJECTS 
TO BE SUCCESSFUL. 

MR. CHAIRMAN, MEMBERS OF THE COMMITTEE, THERE HAVE BEEN 
DISCUSSIONS AND PROPOSALS TO BRING EXISTING AND/OR NEW RURAL 
DEVELOPMENT PROPOSALS UNDER THE CONTROL OF ONE AGENCY OR ENTITY. 
WE SUPPORT THIS EFFORT. WE SEE THE SAME THING TARING PLACE AT 
THE STATE AND LOCAL LEVELS. THESE ACTIONS HAVE ELIMINATED MUCH 
OF THE CONFUSION AND PROVIDE BETTER ALL AROUND INFORMATION AND 
SERVICES. 

IN TALKING WITH STATE ECONOMIC DEVELOPMENT OFFICIALS IT HAS 
BECOME CLEAR THAT THEY BELIEVE THAT EXPANSION AND START UP OF NEW 
AND EXISTING BUSINESSES WILL BE CREATED FROM LOCAL AREAS, (50 - 
100 MILE RADIUS) THROUGH LOCAL IDEAS AND FROM LOCAL PEOPLE. ONE 
OF THE ELEMENTS TO ENSURE SUCCESS AT THE LOCAL LEVEL IS FOR THE 
LEADERS TO HAVE ACCESS TO INFORMATION. IN ORDER TO ACQUIRE THIS 
INFORMATION, THEY NEED RESEARCH. IN ORDER FOR THE RESEARCH TO 
TAKE PLACE, THEY NEED FUNDS. 
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NEW JOBS MUST BE CREATED IN RURAL AMERICA TODAY. WE DO NOT 
BELIEVE THAT HOVING A BUSINESS FROM ONE STATE OR COMMUNITY 
TO ANOTHER CREATES NEW JOBS. WE BELIEVE THAT NEW IDEAS CREATE 
NEW JOBS. UNFORTUNATELY THESE NEW IDEAS ARE UNTESTED AND 
THUS THERE IS AN ELEMENT OF RISK INVOLVED. 

BECAUSE OF THE RISK INVOLVED THERE IS A NEED FOR RISK CAPITOL. 
' RISK CAPITAL BEING THOSE MONIES THAT CAN BE USED TO START UP 
NEW BUSINESSES. MOST CONVENTIONAL LENDERS ARE UNLIKELY TO 
PROVIDE FUNDING OF THESE NEW BUSINESSES BASED ON NEW IDEAS. 

THIS IS AN AREA IN WHICH GOVERNMENT (WHETHER LOCAL. STATE OR 
NATIONAL) CAN PLAY A VERY IMPORTANT PART. THIS CAN BE DONE 
WITH LOAN GUARANTEES OR GRANTS. 

WE DO BELIEVE THAT THE WORK THAT IS BEING DONE BY THIS 
COMMITTEE IS CRUCIAL TO RURAL AMERICA. THIS COMMITTEE'S WORK, 
AMD HEARINGS SUCH AS THIS HELP DRAW AMD FOCUS THE PUBLIC'S 
ATTENTION ON THE NEEDS OF RURAL AMERICA. ALL OF US KNOW, THAT 
THE NEED FOR RURAL DEVELOPMENT IS VERY REAL AND IN IT LIES THE 
FUTURE OF OUR RURAL COMMUNITIES. 

MR. CHAIRMAN, MEMBERS OF THE COMMITTEE, AS I STATED 
EARLIER, WE LOOK FORWARD TO WORKING WITH YOU ON WHAT WE BELIEVE 
IS A LONG TERM PROJECT, A LONG TERM PROCESS. ONE OF THE BENEFITS 
OF BEING A NONPROFIT, NONPARTISAN ORGANIZATION IS THAT WE 
SOMETIMES CAN WORK IN AREAS THAT OTHERS CANNOT. WE FEEL THAT THIS 
IS A VERY USEFUL TOOL, NOT ONLY TO OUR MEMBERSHIP, BUT ALSO TO 
OTHER GROUPS AND ENTITIES THAT WE WORK WITH. 

MR. CHAIRMAN, MEMBERS OF THE COMMITTEE, I KNOW THAT YOU ARE 
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PRESSED FOR TIME. I'VE ATTEMPTED TO KEEP MY REMARKS BRIEF. AT 
THIS TIME I WOULD BE HAPPY TO ANSWER ANY QUESTIONS YOU MAY HAVE 
OR IF ANYONE WOULD LIKE TO CONTACT US LATER, WE WOULD BE HAPPY TO 
PROVIDE YOU WITH INFORMATION THAT WE HAVE. 

THANK YOU MR. CHAIRMAN, MEMBERS OF THE COMMITTEE. WE 
APPRECIATE THE TIME AND EFFORT THAT YOU HAVE PUT FORTH ON BEHALF 
OF RURAL AMERICA. 



(Xccachment follows:) 
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COMMUNICATING FOR AGRICULTURE 

INITIAL FINDINGS ON 

STATE ECONOMIC DEVELOPMENT RESEARCH 
MAY 15. 1987 

ALABAMA 'S Department of Agriculture has formed a study unit 
designed to "seek creative solutions'* to the problems of 
depressed rural areas. 

ARIZONA —The University of Arizona is currently trying to develop 
an apple -growing industry in Cochise County, which is now a 
depressed area in which cotton traditionally has been raised. 

CALIFORNIA has ambitious rural economic development plans 
underway . Its "Rural Renaissance Program" was approved in 
September and became official in January, with two components: 
Eight million dollars already appropriated, available to 
California's 41 rural counties on a $2 per capita basis, for the 
funding of projects that can result in job creation and economic 
revitalization; and an infrastructure grant and loan program, to 
fund public improvements that would serve economic development 
purposes. The current state budget bill, now pending in the 
legislature, would appropriate $30 million for the latter 
component . 

COLORADO governor has set up a series of committees focusing on 
agriculture, development and tourism. There are five committees 
for each, one for each part of the state. Meetings of the 
committees started in April and the relationship between the 
three areas of concern is being stressed. Recommendations coming 
out of these meetings are expected to result in legislation, 
including rural development legislation. 

CONNECTICUT is extending some efforts in job retraining and is 
working to attract value-added industries. However, according to 
a spokesperson, not a great deal has been achieved to date. 

FLORIDA'S Department of Agriculture recently hired a specialist. 
Dr. Clifton Savoy, to develop a rural development plan for the 
state. The first thrust of it is a piece of legislation now 
pending called the "Agricultural Economic Development Policy 
Act," whose language aim is the creation of jobs in rural areas 
without polluting the environment. The thrust is to be 
especially toward developing new industries based on the 
potential that already exists, rather than attracting existing 
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Industry away from other states. Value-added projects are being 
eBpeclall]^ emphnaslzed, and business assistance planning and 
various types of incentives would be offered. The legislation 
has Just passed out of both agriculture comnittees. 

GEORGIA ' s Deparnoent of Agriculture has a policy of locating its 
newer laboratories and facllitiej? in rural areas, to stimulate 
the economy when possible. The «tate also builds livestock 
facilities in rural areas and leases them to private individuals. 

IDAHO'S legislature recently created a small agricultural 
marketing board to help farroerfl sell their products. 

ILLINOIS ' Legislature Is currently considering e "Harvest the 
Heartland*' legis lotion that would provide different sources of 
funding for research into the development of a number of 
activities in connection with agricultural diversification and 
agriculture- related technology. In 1986, Governor Jauies Thompson 
announced a number of rural development related actions, 
including & number of research projects aimed at diversification 
and value-^added agricultural activities » as well as a requirement 
that at least 25 percent of state expenditures be directed toward 
rural areas. 

INDIANA 'S legislature just passed a bill appropriating $400,000 
per year for a value-added center, to develop new uses for 
agricultural products and attract value-added induatrles. 

KANSAS — A Commission on the Future of Kansas, consisting of 
farmers , bankers, etc., has initiated some proposals that are 
expected to be the basis for legislation. R\iral economic 
development, with emphasis on food processing plants, etc., is 
one of the areas emphasized. Diversification la another The 
report is not yet printed in final form. Also Kanaaa State 
University has a Kansas Center for Rural Initiatives which is 
basically a study and research group, aimed at developing ideas 
In a. number of arefls to help the rural sector, including rural 
economic development. 

KENTUCKY Department of Agriculture has initiated a program called 
FARNLOT, a computerized service which attempts to match 
producers and markets. 

MAINE 'S legislature is now considering a "Job Opportunity Zones" 
measure, introduced at the governor's request. It would provide 
incentives for job creating in designated areas. 

MARYLAND is emphasizing an Agriculture Development Plan that is 
now in developmental Btages. It's due on the governor's desk 
July 1, after which hearings for public input will be scheduled. 
The result is due to be crafted Into leglaiatlon for the 1988 
session. It is felt that a veil developed aquaculture industry 
could do more for the rural part of the state than anything else, 
and could eventually rival the state's broiler industry. 

MINNESOTA - -The Minnesota Legislature is considering a piece of 

Page 



Digitized by 



Google 



Ill 



all-around economic development legislation that started out has 
rural and still has strong rural components. Among oth^r things, 
It would establish a Rural DevelopmcDt Board, vhlch vould have 
access to a 39,3 million rural rehabilitation fund and could 
provide loans and Investments in rural areas to stl&ulate 
development or create new Jobs It w^uld also Invest money In 
companies that would create new jobs In depressed areaa 

NEBRASKA ' s Legislature Is considering an agricultural prcrasotlon 
bill which would create new agriprocesaing and dlverBif icatlon 
positions in the Department of Agriculture. The bill Is expected 
to pass within two weeks. The legislature is also considering a 
bill to give tajc credits to businesses who hire at least 20 
people. It's aim Is not specifically rural, but Lt is felt that 
it would help rural areas. Yet another bill would establish 12 
different centers to encourage and promote (with counseling, 
financing, etc.) new businesses getting started. 

KQRTH DAKOTA ' s Department of Economic Development Is working 
toward a nvxraber of goals, most of which relate to the development 
of '"home-grown" Industries, especially In the value-added area. 
Some results have been achieved through these efforts. The 
thrust Isn't strictly rural, but much of It materializes In rural 
areas. 

NORTH CAROLINA seems to be the current leader among states In 
rural economic development efforts The current efforts stem 
from a Jobs Commission created 18 Djonths ago by the Lt. 
Governor's Office. Thirty- eight recoamendatlons came out of the 
commission, and while many of them Included the rural sector, 
three were specifically rural; Tax credits for Jobs for 
distressed rural areas, state assistance to cocimunitles for water 
and sewer fund&, and the formation of a Rural Economic 
Development Center. The latter is now underway chartered as a 
nonprofit organizacion with a Board of Directors and seed 
funding from etate foundations and corporations. The legislature 
is now considering an annual $2 Billion appropriation for It. 
The center Is envisioned as an area in which the public and 
private sector can come together and coordinate their activities 
and identify needed new initiatives and expansion of existing 
efforts. Also, the center is seen as a clearinghouse for 
information on rural economic development activities nationwide. 
Information la already being gathered in all Htates, Research 
and development projects are also a priority item with the 
center. 

OHIO'S Agricultural Extension Department Is working with the 
state and local governments to attract Industries. Also, Ohio 
State University has a Business Retention and Expansion Program, 
which emphasizes the retention aspect and offers some advice and 
state funding to municipalities toward this end. It Isn't aimed 
specifically at the rural sector but It Is felt that It does 
provide much assistance to the rural sector. 

OKLAHOMA 'a legislature Is currently considering bills related to 
rural economic development. One would authorize loans through 
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the Treasurer's Office for fanners who want to diversify. The 
other is a study bill, on the feasibility of setting up food 
processing plants in Oklahoma. 

PENNSYLVANIA * s governor has recommended a budget now under 
consideration in the legislature that would contain a $3 million 
line item for agriculture diversification. It would provide 
state assistance and matching loans for value-added industries 
and research projects for new uses for animal waste. 

SOUTH CAROLINA is working to develop more agricultural 
diversification and state agriprocessing industry. The 
Department of Economic Development and the Agriculture Department 
are working together to get more agriprocessing industries into 
the state, stressing lower transportation costs to population 
centers such as New York City and Washington, D.C. Also being 
offered are incentives for diversification. For example, work is 
being done to develop crawfish and kiwi fruit industries in the 
state. 

SOUTH DAKOTA — Raised its state sales tax by IZ for one year to 
generate new state revenues for economic development. 
Anticipation of $40 million will be generated which will be used 
to create new jobs, etc. This is to be a revolving fund. A 
Commission has been created to administer the program. 

TEXAS ' Department of Agriculture has for a number of years been 
working , through financial incentives, for the establishment of 
more agriprocessing facilities in the state. The Department also 
provides incentives and assistance for agricultural 
diversification. A number of accomplishments have been made in 
both areas. Currently, the legislature is considering a 
legislative package collectively known as the "Agricultural 
Development bills" that would greatly increase the incentives for 
agriprocessing and diversification. 

VIRGINIA has a Rural Development Foundation to encourage 
industries to locate in rural areas and to encourage 
entrepreneurship, but it hasn't gone into effect because of lack 
of funding. There has been no state appropriation for it because 
it was assumed that the state was going to get some money that 
was earmarked in the U.S. Farm Bill for state rural economic 
development purposes. However, according to a Department of 
Agriculture spokesman, the money apparently went to other states. 

WYOMING ' s Economic Development and Stabilization Board is 
involved in a number of financing projects relating to 
value-added industries, both agricultural and industrial. It's 
been in operation two years, and a number of food processing 
plants have been started as a result. The Agriculture Department 
is also helping individuals to develop food-related industries, 
particularly in the gourmet area, but also those dealing with 
cattle slaughtering and sheep products. 
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STATEMENT OF TNE 

NATIONAL ASSOCIATION OF TOMNS AND TOMNSHIPS 

AT NEARINfiS BEFORE TNE 

HOUSE AGRICULTUIIE CONNITTEE 

CONSERVATION, CREDIT AND RURAL DEVELOPMENT SUBCOMMITTEE 

NAY 19. 1987 

MR. CHAIRMAN. MY NAME IS JEFFREY SCHIFF. I AM EXECUTIVE 
DIRECTOR OF THE NATIONAL ASSOCIATION OF TOWNS AND TOWNSHIPS. OUR 
MEMBERS ARE MORE THAN 13.000 TOWNS. TOWNSHIPS AND SMALL 
COMMUNITIES NATIONWIDE WHICH ARE REPRESENTATIVE OF THE MAJORITY 
OF GENERAL PURPOSE GOVERNMENTS IN THE UNITED STATES. THAT 
STATISTIC MAY BE A SURPRISING ONE FOR MEMBERS OF THE COMMITTEE. 
BUT IT IS IMPORTANT TO VIEW OUR TESTIMONY IN LIGHT OF THIS FACT: 
OF THE 39,000 GENERAL PURPOSE LOCAL GOVERNMENTS IN THE UNITED 
STATES — THAT IS. EVERY MUNICIPALITY. COUNTY. TOWN AND TOWNSHIP 
— SEVENTY-TWO PERCENT ARE UNDER 3.000 IN POPULATION. HALF OF 
ALL GENERAL PURPOSE GOVERNMENTS ARE UNDER 1.000. WE ARE A NATION 
OF SMALL TOWNS. MR. CHAIRMAN. AND WE THINK IT'S IMPORTANT FOR THE 
FEDERAL GOVERNMENT TO REMEMBER THAT. 

I KNOW THAT I AM SINGING TO THE CHOIR HERE. BECAUSE I KNOW 
YOU RECOGNIZE THE CRITICAL SITUATION FACING OUR SMALL GOVERNMENTS 
AND THEIR CITIZENS. ON BEHALF OF ALL OF OUR MEMBERS I WANT TO 
THANK YOU FOR INITIATING A DIALOGUE THROUGH THE INTRODUCTION OF 
YOUR "RURAL REVITALIZATION ACT OF 1987,* WHICH CONTAINS VALUABLE 
AND SENSITIVE PROVISIONS DIRECTED AT IMPROVING THE ECONOMIC 
CLIMATE IN RURAL AMERICA. 
1 522 K StrMt. NorthwMt, Suite 730 WMhington, D.C. 20005 T«lephon«: (202) 737-6200 
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UE SUPPORT PROGRAMS SIMILAR IN CONCEPT TO YOURS, MR. 
CHAIRMAN, AND STAND READY TO HELP GAIN SUPPORT FOR YOUR IDEAS. 
MUCH CAN BE ACCOMPLISHED THROUGH PROGRAMS DESIGNED TO PROVIDE 
CAPITAL AND TECHNICAL ASSISTANCE TO SMALL COMMUNITIES. WE 
APPLAUD YOUR APPROACH BECAUSE IT DOES NOT TRY TO SCALE DOWN 
MASSIVE PROGRAMS TO FIT SMALLER COMMUNITIES. BUT RATHER 
RECOGNIZES THE NEED TO BUILD UPON LOCAL RESOURCES — LOCAL 
BUSINESSES — STRENGTHENING WHAT PRESENTLY EXISTS. I THINK WE 
ALL REALIZE HOW UNREALISTIC IT IS TO ENCOURAGE MOST SMALL 
COMMUNITIES TO COMPETE IN THE LIMITED, SOPHISTICATED MARKET WHICH 
PINS ALL HOPES ON TRYING TO ATTRACT BRANCH PLANTS OF LARGE 
CORPORATIONS; THIS IS ANOTHER MANIFESTATION . OF THE THEORY WHICH 
TRIES TO TAKE METHODS WHICH DO WORK FOR LARGER MUNICIPALITIES AND 
SQUEEZE THEM DOWN TO FIT THE SMALLER ONES. THAT APPROACH JUST 
DOESN'T WORK. 

WHAT DOES WORK IS TARGETED SUPPORT THROUGH MECHANISMS THAT 
REACH INTO SMALL COMMUNITIES, AND THERE IS A GREAT DEAL THAT THE 
FEDERAL GOVERNMENT CAN DO TO PROVIDE THIS KIND OF SUPPORT WITHOUT 
SPENDING HUGE SUMS. 

I KNOW CONGRESS LIKES TO THINK IN TERMS OF MASSIVE PROGRAMS 
AND HAS, HISTORICALLY IN FACT, BEEN RELUCTANT TO PROVIDE SMALLER 
SUMS ON THE ASSUMPTION THAT "NOBODY CAN DO ANYTHING WITH THAT 
SMALL AMOUNT OF MONEY.* CONGRESS NEEDS TO REMEMBER THE UNIQUE 
CHARACTER OF SMALL GOVERNMENTS WHEN IT DEVELOPS NEW PROGRAMS — 
IT NEEDS TO REMEMBER THAT ALL "LOCAL GOVERNMENT" IS NOT THE SAME 
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ALL TOO OFTEN. FEDERAL POLICIES ARE IMPLEMENTED WITH NO 
THOUGHT TO THE CAPACITY OF RURAL GOVERNMENTS. A COMMUNITY OF 490 
IS ASSUMED IN MOST CASES TO HAVE THE SAME CAPACITY IN TERMS OF 
REVENUE RESOURCES AND STAFFING AS A CITY OF 49,000. SMALL 
COMMUNITIES ARE ASSUMED TO HAVE — AT THE LEAST — A STAFF. A 
PAYROLL. A PHYSICAL PLANT. COMPUTERS. ACCOUNTANTS. LAWYERS. 
ENGINEERS. FUNDS AT THEIR DISPOSAL. AND OPTIONS IN PROVIDING 
SERVICES BOTH IN TERMS OF WHAT SERVICES THEY PROVIDE AND HOW THEY 
DELIVER THEM. THE FACT REMAINS THAT MOST RURAL GOVERNMENTS HAVE 
EXTREMELY LIMITED RESOURCES — AS YOU YOURSELF UNDERSTAND, MR. 
CHAIRMAN. COMING FROM YOUR RURAL DISTRICT IN TENNESSEE. WE HOPE 
THAT. AS YOUR LEGISLATION PROGRESSES. WE CAN JOIN YOU IN RAISING 
THE UNDERSTANDING AMONG YOUR COLLEAGUES AS TO THE TRUE COMPLEXION 
OF RURAL AMERICA AND THE TOOLS WHICH MUST BE MADE AVAILABLE IN 
ORDER TO ACHIEVE CONGRESSIONAL INTENT IN PROGRAMS DESIGNED FOR 
SMALL TOWNS. 

SOME OF THOSE TOOLS YOU HAVE IDENTIFIED IN YOUR LEGISLATION. 
WE PARTICULARLY APPRECIATE YOUR EMPHASIS ON INNOVATIVE AND 
ALTERNATIVES APPROACHES — THE RECOGNITION THAT THERE IS A LOT 
THAT CAN BE DONE OUT THERE THROUGH COOPERATIVE EFFORTS UTILIZING 
LOCAL EXPERTISE WITH A BOOST FROM RELATIVELY SMALL AMOUNTS OF 
FEDERAL DOLLARS. THE RURAL DEVELOPMENT LOAN FUND IS A PRIME 
EXAMPLE. THIS KIND OF REVOLVING LOAN FUND CAN BE INVALUABLE TO 
SMALL COMMUNITY DEVELOPMENT EFFORTS. ACCESS TO CAPITAL FOR SMALL 
FIRMS AND RURAL AREAS IS A GLARING DEFICIENCY IN MOST FEDERAL 
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APPROACHES. IN AN ERA OF CONSTRICTED FEDERAL FUNDING. REVOLVING 
LOAN FUNDS REPRESENT A VIABLE WAY TO INFUSE NEEDED CAPITAL WHILE 
LIMITING RECURRING FUNDING OUTLAYS. THEY ALSO LEND THEMSELVES TO 
APPROPRIATELY SCALED MANAGEMENT AT THE LOCAL LEVEL AND CAN BE 
LEVERAGED WITH OTHER AVAILABLE FUNDS. 

ANOTHER EXAMPLE WE WHOLEHEARTEDLY ENDORSE IS YOUR $25 
MILLION PILOT PROJECT FOR BUSINESS DEVELOPMENT WHICH WILL ANALYZE 
AND IDENTIFY OPPORTUNITIES TO DRAW UPON LOCAL ECONOMIC AND HUMAN 
RESOURCES. SEARCH OUT. TRAIN, AND EXTEND MANAGEMENT AND TECHNICAL 
ASSISTANCE TO LOCAL BUSINESS PEOPLE. AND HELP MOBILIZE CAPITAL 
FROM INSIDE AND OUTSIDE THE LOCAL COMMUNITY. 

BY SPECIFICALLY TARGETING PROJECTS FOR COMMUNITIES WITH 
POPULATIONS OF 20,000 AND UNDER. YOU ARE ASSURING THAT ASSISTANCE 
GOES TO THE MOST NEGLECTED AND UNDERRATED GOVERNMENTS AND THEIR 
CITIZENS IN THE UNITED STATES — AND NOT INCIDENTALLY THE PEOPLE 
WHO HISTORICALLY HAVE SET THE EXAMPLE FOR INDEPENDENCE AND SELF- 
RELIANCE. WE FEEL STRONGLY THAT THESE PEOPLE — CITIZENS OF 
SMALL COMMUNITIES AND THEIR LOCAL LEADERS — WANT TO BE 
INDEPENDENT AND SELF-RELIANT AGAIN. WHAT THEY NEED IS A FIGHTING 
CHANCE AND AN OPPORTUNITY TO LOOK AT THEIR ECONOMY FROM A NEW 
PERSPECTIVE. 

IN YOUR OWN STATE OF TENNESSEE. MR. CHAIRMAN. AS I'M SURE 
THAT .YOU ARE AWARE. THERE ARE CREATIVE. INDUSTRIOUS PEOPLE 
TURNING THEIR FUTURES AROUND. IN HANCOCK COUNTY. TENNESSEE. FOR 
INSTANCE, DOROTHY AND MARGARET BRUDECKI HAVE TURNED A HOBBY 
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MAKIN6 CORNHUSK OOLLS INTO A PROSPEROUS BUSINESS WHICH HAS 
CREATED THIRTY JOBS WITH FOUR MORE PEOPLE TRAINED AND READY TO 
COME ON BOARD *AS SOON AS WE CAN GET SOME MORE TABLES AND CHAIRS 
IN HERE.* AS DOROTHY BRUDECKI SAYS. 

OVER IN GRUNDY COUNTY. FARMER JOE MARLOWE IS DEVELOPING A 
CALIFORNIA-STYLE WINERY. SOME CREATIVE THINKING AND SOME HELP 
FROM THE TENNESSEE VALLEY AUTHORITY AND AGRICULTURAL ANALYSIS 
FROM THE STATE UNIVERSITY HAS TRANSFORMED THE COMMUNITY BY TYING 
TOGETHER THE WINERY. THE VINEYARD. AND THE ATTRACTIVE MOUNTAIN 
TERRAIN. CREATING A CLIMATE FOR TOURISM AND A WHOLE NEW SOURCE OF 
JOBS. SIMILAR TRANSITIONS ARE HAPPENING IN NEARBY JAMESTOWN. 
WHERE CARL EDWARDS PROVIDES JOB TRAINING AND EMPLOYMENT FOR 35 
PEOPLE THROUGH HIS COMPANY. MICRO METALS, WHICH MANUFACTURERS 
PRECISION PARTS. AS MR. EDWARDS POINTS OUT. THIS IS THE WAY 
COMMUNITIES GROW. *WE WANT TO HAVE TOOL AND DIE MAKERS HERE THAT 
HOPEFULLY. SOME DAY, WILL START THEIR OWN TOOL AND DIE SHOPS 
WHICH WILL IN TURN CREATE MORE JOBS FOR JAMESTOWN,* HE SAYS. 

EFFORTS SUCH AS THESE DESERVE FEDERAL SUPPORT, MR. CHAIRMAN. 
AND CERTAINLY YOUR INITIATIVE WILL PROVIDE A GREAT DEAL OF 
ENCOURAGEMENT AND INCENTIVE FOR SMALL COMMUNITIES. THERE ARE 
OTHER FEDERAL PROGRAMS THAT COULD PROVIDE TOOLS FOR RURAL 
AMERICA. BUT FOR THE MOST PART SMALL COMMUNITIES DO NOT HAVE 
ACCESS TO THEM BECAUSE. ONCE AGAIN, WE JUST DON'T HAVE THE 
RESOURCES FOR MATCHING GRANTS OR THE EXPERTISE TO COMPETE WITH 
LARGER PLACES OR STATE MONEY. IT IS UNCONSCIONABLE THAT A 
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PERVASIVE BIAS HAS CREPT INTO FEDERAL PROGRAMS WHICH EFFECTIVELY 
SHUTS OUT SMALL GOVERNMENTS, AND IN ORDER TO ADDRESS THIS 
INEQUITY, NATaT STRONGLY SUPPORTS THE INCLUSION OF THE FOLLOWING 
PROVISIONS IN ANY NEW FEDERAL RURAL DEVELOPMENT INITIATIVES: 

— FIRST, REQUIREMENTS FOR MEANINGFUL CONSULTATION 
WITH LOCAL OFFICIALS ON THE DESIGN AND 
IMPLEMENTATION OF SMALL TOWN PROGRAMS, ESPECIALLY 
THOSE BEING CHANNELED THROUGH STATE GOVERNMENTS. 
IT IS OUR EXPERIENCE. MR. CHAIRMAN, THAT LEFT TO 
THEIR OWN DEVICES. MOST STATES PASS THROUGH AN 
ABSOLUTE MINIMUM OF TECHNICAL ASSISTANCE OR 
FUNDING TO SMALL COMMUNITIES. 

— SECONDLY. A REQUIREMENT THAT STATES MAINTAIN THEIR 
OWN EFFORT RATHER THAN REDUCING THEIR 
PARTICIPATION IN PROGRAM AREAS WHEN FEDERAL FUNDS 
BECOME AVAILABLE; 

— THIRD, ELIMINATION OR ADJUSTMENT OF DE MINIMIS 
LEVELS IN FEDERAL PROGRAMS WHICH IMPLY THAT ONLY 
BIG DOLLAR PROJECTS ARE EFFECTIVE; 

— FOURTH, A REQUIREMENT THAT DATA BE COLLECTED ON 
SMALL GOVERNMENTS AND MADE AVAILABLE IN USABLE 



I 



FORM (NOT COMPUTER TAPES), SO THAT CITIZENS OF j 

RURAL AREAS HAVE AT LEAST A FAIR CHANCE TO MAKE 
THEIR CASE; 
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— FIFTH. SET-ASIDES FOR SMALL GOVERNMENTS BELOW 
20,000 POPULATION; AND FINALLY. 

— ENCOURAGEMENT OF INNOVATIVE AND ALTERNATIVE 
APPROACHES WHICH STILL MEET THE THRUST OF 
CONGRESSIONAL INTENT. BUT THAT MOVE AWAY FROM ONE. 
UNIFORM "WAY TO GO* FOR LARGE AND SMALL PLACES 
ALIKE. 

WE CERTAINLY APPRECIATE YOUR SENSITIVITY TO THE DIVERSE 
NATURE OF RURAL AMERICA AND YOUR ACKNOWLEDGEMENT THAT ONE 
SOLUTION IS NOT GOING TO FIT EVERY COMMUNITY. MR. CHAIRMAN. AND 
WE ESPECIALLY WANT TO THANK YOU FOR YOUR SUPPORT OF OUR OWN 
EFFORTS IN THIS REGARD: OUR "HARVESTING HOMETOWN JOBS" PROGRAM 
WHICH WILL BE INTRODUCED IN A SPECIAL SHOWING TOMORROW IN THE 
CAPITOL BUILDING. "HARVESTING," AS YOU KNOW. CONSISTS OF A 
SIMPLE GUIDEBOOK THAT CAN BE USED BY ANYONE IN A SMALL TOWN WHO 
WANTS TO "GET THINGS GOING." ALONG WITH A VIDEO OR FILM 
PRESENTATION FEATURING INTERVIEWS WITH LOCAL PEOPLE FROM SMALL 
COMMUNITIES IN DIFFERENT REGIONS AROUND THE COUNTRY WHO HAVE 
TAKEN POSITIVE STEPS TO TURN THEIR FUTURES AROUND. THE PEOPLE I 
MENTIONED EARLIER FROM TENNESSEE. IN FACT. ARE FEATURED IN THE 
"HARVESTING" VIDEO. 

IT IS THROUGH EFFORTS SUCH AS THIS — SMALL IN SCALE BUT 
POWERFUL IN THE ABILITY TO INSPIRE AND EDUCATE — THAT RURAL 
AMERICA CAN TAKE HOLD AGAIN. YOUR LEGISLATION CAN PROVIDE 
INCENTIVE AND INITIATIVE FOR A GREAT MANY MORE SUCCESS STORIES 
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LIKE HANCOCK COUNTY. TENNESSEE — AND CROSSCREEK TOWNSHIP IN 
PENNSYLVANIA, AND FLOODWOOD. MINNESOTA. AND OTHER SMALL 
COMMUNITIES WHICH ARE IN THE VANGARD OF RURAL REVITALIZATION. WE 
ENCOURAGE YOU TO CONTINUE TO SUPPORT INNOVATION AND FLEXIBILITY 
AS BASIC TOOLS WHICH MUST BE PART OF ANY REALISTIC APPROACH TO 
GROWTH AND CHANGE IN AMERICA'S SMALL COMMUNITIES. 

THANK YOU AGAIN FOR THE OPPORTUNITY TO TESTIFY THIS MORNING. 
WE LOOK FORWARD TO WORKING WITH YOU AND YOUR STAFF AS THIS AND 
OTHER RURAL LEGISLATION EVOLVES. AND WE WILL DO EVERYTHING WE CAN 
TO SUPPORT YOUR EFFORTS. 
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Mr. Chalraan and Members of the Comlttee: We appreciate 
very much this opportiinlty to share with you our thoughts on ways 
rural faallles and coanunities can be assisted at this time. We 
will briefly review our research and then discuss how the 
University of Missouri Extension Service Is utilizing funds 
received from Section 1440 of the 1985 Food Security Act to 
assist rural faailies and coaaunities. 



INTRODUCTION 

In the Midwest, soae econoalc evidence suggests that 
agricultural conditions are beginning to stabilize. Other 
evidence suggests a continuing deterioration. Regardless of 
whether the "crisis" nature of the fara problea aay be subsiding 
in soae areas of the country, few would argue that econoalc 
prosperity will return to the fara econoay In the near future. 

Even if these econoalc conditions could be turned around in 
the very near future, which Is a aost \mllkely prospect, the 
severe problems they have created for individuals, faailies and 
coBBiinitles will continue and aust be addressed. Thus, lanediate 
efforts aust be focused on helping those individuals, faailies, 
and coBBiinlties to cope with their current problems and find soae 
hope for a rewarding future, while the political and econoalc 
debate continues on how to "solve" the larger econoalc problems. 
It should be noted that aany of the doaestlc and international 
factors which lead to problems in the agricultural econoay are 
also creating econoalc problems in such other extraction 
industries as energy, ainlng and forestry, as well as in nural 
manufacturing. 

Family and Community Consequences The consequences of the 
financial problems In agriculture extend well into the rural 
community. The human costs are felt not only by the farm 
families, but by many others In rural areas. A recent report by 
the U. S. Senate Subcommittee on Intergovernmental Relations 
(1986) traces soae of the consequences for the rural community. 
The decline In income and asset values have major Impact on nural 
communities and nonfara families living In those commiinitles. 
The report suggests that the "long-term Increase or decrease of 
$64,000 In net fara Income will add to, or cut back on local 
commercial employment by one Job." 

With the real value of the agricultural base shrinking, with 
increased tax delinquency rates and with the decline in nonfarm 
Income, employment and property values, the lapact on the public 
sector is also dramatic. At a time when the demand for many of 
the social services provided by the local commiinlty Is on the 
increase, the base of revenue to support these services is on the 
decline. Not only do many local commiinitles find It difficult to 
maintain the level of services they had In the 1970s, but many of 
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the states most Impacted are also unable to raise the necessary 
revenue for such services. 

The huaan costs of this ongoing crisis are not only borne by 
the faallles that have lost their land, livelihood and lifestyle. 
Other rural families who are continuing to farm and run 
businesses have also experienced broken dreass and Increasing 
levels of stress as the value of their assets and family Incomes 
have been eroded. 

The Challenge The challenge for rural America Is that of 
rebuilding the social and economic system. Research has shown 
that the social system Is not meeting the needs of many families 
suffering special hardships as the result of the economic chaos 
In rural areas. Serious attention must be given to redeveloping 
the social system and In redeveloping, or In many cases, 
developing a new, sound economic base to replace some of that 
being lost by agriculture. 

RESEARCH FOCUSED ON FORMER FARM FAMILIES 



As a result of questions raised over two years ago by a 
ber of this committee, we received funds through the Economic 
Research Service of USDA to conduct a study of families being 
forced from their farms for financial reasons. The study sought 
not only to document the process of losing one's farm, but also 
to Identify the special needs of these families during their 
transition from farming and the assistance they received. We 
Interviewed all the families who had lost their farms because of 
economic reasons In one of the more productive agricultural 
counties In Missouri. Forty-six families were Identified as 
having lost their farms between January 1 of 1980 and January 1 
of 1985. Two of the families had left the community without 
leaving a forwarding address. Two families experienced Illness 
and retirement along with economic problems. One family was 
experiencing such severe Illness that we chose not to Interview 
them. One family refused to be Interviewed saying that while 
they hoped our study would succeed. It would be too painful for 
them to share with us their experiences of losing their farm. 

The responses from forty families suggested that only five 
(123K) could think of any assistance they received from government 
agencies, churches or any other organization In the community 
when they were In the process of being forced out of farming. 
One Individual said, "People aro\md here just stood by waiting to 
see If we would starve to death, and we almost did." This 
finding was especially alarming since at that time, the county 
provided a number of social services which could have assisted 
the families. The county had a program for food stamps. 
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comnodlty foods, physical and mental health assistance at little 
or no cost, access to job retraining programs and other services. 
In addition, there were pastors, church members and others in the 
community who were concerned about the social well-being of local 
citizens. The obvious question raised is why are the available 
services not utilized by families in need. Additional data from 
our study give some insight. 

All of the women and all but one of the men said they 
experienced depression in the course of getting out of farming. 
Two-thirds of the men and women said they withdrew from family, 
friends and social activities. Thus, at the very time these 
families needed to reach out to others for help, whether to 
friends or government agencies, their reaction was to withdraw. 

Withdrawal is one of the many consequences of depression 
which Impacts individuals and families especially at times of 
long-term stress and/or when they are facing a crisis. This 
tendency to withdraw Is probably enhanced because these were 
formerly proud, independent, middle class people. They were 
accustomed to taking care of their own needs. Many of them were 
Ideologically opposed to many of the social service programs 
because they felt they helped those unwilling to work. 

Thus, the psychological cost of asking for help is great. 
In addition to the psychological cost is the social cost. For 
many, asking for assistance is a public admission of failure. 
Often the service agencies are located in very public buildings 
making the social cost even greater. 

One- third to one-half of the men and women also indicated 
they could not think rationally or logically. The ability to 
fully utilize one's mental capabilities is limited when one is 
experiencing depression. Thus, at a time when farm families are 
having to learn about bankruptcy, IRS rulings concerning 
liquidation and the possible social service programs available to 
assist their family, they are not thinking very clearly. 

The respondents also indicated they experienced other 
symptoms of depression such as the inability to sleep, eating 
disorders, physical aggressiveness and mood changes. All of 
these consequences can have an impact on their ability both to 
reach out for social services and to utilize them. 

Essentially all of our social service, educational and other 
assistance programs require that the people reach out and ask for 
assistance. Even when we are concerned about a friend, we are 
reluctant to invade their privacy and ask them if they need help. 
Usually we wait for the Individual to ask us for assistance. 
These Individuals do not have the psychological and emotional 
strength to ask for such assistance. Assistance programs must be 
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altered In ways that we can batter reach out to those people In 
need . 

Based on our study, we recoanended that assistance and 
alterations were needed In the following six areas. 

1. Rural econoaic development 

2. Mental health outreach 

3. Information services 

4. Job certification, networking and training 

5. Changes In requirements of entitlement programs 

6. Special attention to needs of youth 

UNIVERSITY OF MISSOURI EXTENSION RESPONSE 

The University of Missouri Extension Service has had a long 
history of working with rural communities to enhance economic 
development. That long-term effort was reinforced two years ago 
with a new program thrust called "Alternatives for the SOs." 
Some of the successful projects Include "The Best of Missouri 
Hands", "Missouri Product Finder", "Catalog of New Ideas", new 
crops and locally processed agricultural products. 

With the funding we received under Section 1440 of the 1985 
Food Security Act, we have been able to Include four of the 
additional areas cited above to give us a more balanced program 
focusing on both the social and economic development of rural 
areas. Given the time required for such funds to be administered 
through the system and the time required for planning and 
developing new programs, the four new Extension thrusts have been 
underway only a short time. However, we are already receiving 
praise and support for the programs from school counselors, 
pastors, agricultural lenders and others, as well as from farm 
families like Andy Jackson who participated In a Career Options 
Workshop. We would like to briefly discuss each of the four 
thrusts and how they relate to other statewide programs. 

Rural Community Service Project 

One thrust of the new effort Is the Rural Commiinlty Service 
Project. In the northern portion of the state, seven senior 
level counselors from the local Rural Mental Health Centers have 
been hired and located In local Extension offices. These 
professional counselors are capable of directly assisting 
families experiencing Immediate psychological problems which 
often lead to destructive or abusive behavior. Their major 
purpose, however,' Is not to provide on-going family assistance, 
but rather to help route those families In need of assistance to 
the appropriate services. Most of the families have multiple 
problems that can be assisted by not one, but several agencies 
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and organizations. The Rural Conaunlty Service Coordinators can 
provide the families with Infornatlon about numerous services 
available In the community, county, region and state. 

Even more Important Is the role the coordinators play In the 
community. The coordinators serve as a catalyst to help local 
people Inventory the resources available In their communities, 
coordinate these resources and help to disseminate the 
Information to a host of caregivers and families In need who 
could utilize the Information. They are also helping to 
establish local support groups and providing professional 
assistance to support group leaders when necessary. 

The coordinators utilize the full resources of the 
University of Missouri and the local Community Nsntal Health 
Center In providing services to rural communities and families. 
This program has been Integrated Into other ongoing Extension 
programs such as those In farm management, child and family 
development and community economic development. In addition, the 
program has received strong support and cooperation from the 
Missouri Department of Social Services, the Department of Mental 
Health and the Department of Agriculture which coordinates 
MOFARMS, a financial management program. 

Recently, the Department of Mental Health submitted a 
proposal to the National Institute of Mental Health which Is 
accepting proposals for Innovative programs In the delivery of 
rural mental health services. The Missouri proposal builds on 
the Rural Community Service Project. 

Likewise, the Department of Economic Development has 
recently submitted a proposal to the United States Department of 
Labor reqruestlng funds targeted to provide special job training 
assistance to farm and former farm families. The proposed 
training efforts are again tied to the 1440 Project. The 
proposed plan would utilize both the Rural Community Service 
Project and the Career Options for Missouri Farm Families to 
refer persons to the training program. 

The Rural Community Service Project Is also working closely 
with the Missouri Interfalth Coalition on the Rural Crisis. For 
example, the coordinators have become key members of the 
coalition's Bank Closing Response Teams. They are also being 
asked to help conduct pastoral training conferences held around 
the state focusing on assisting families In crisis. The 1440 
project Is a key link In the developing local and statewide 
network of organizations and agencies attempting to help farm and 
rural families and communities at this time. 
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Career Qptiona For Miasouri Fana Paalliea 

The Career Optlona for Mlaaourl Fans Fanlllea project la an 
In-depth career optlona, educational and counaellng aervlce 
available to fans fanlly nenbera. The aervlcea provided Include 
a career lnfor»atlon hotline for help In educational asaeaaaent 
and referral optlona and three to five hour counaellng aeaalona 
focualng on aaaeaament of abllltlea, Intereat, work valuea and 
career optlona. The project alao conducta workahopa to help 
Indlvlduala develop akllla In reauae writing, Job Interviewing, 
declalon aaklng, goal aettlng, networking and other technlquea to 
enter or reenter the off-fara job market. 

Aa noted earlier, the Career Optlona Prograa la coordinated 
with the job training prograae of the Mlaaourl Departaent of 
BconoBlc Developnent and the Dlvlalon of Eaployaent Security. At 
the more local level, Extenalon apeclallata working with theae 
prograaa work cloaely with coaaunlty collegea, unlveraltlea and 
other organlzatlona offering training auid educational prograuna. 

Rural Youth In Streas 

A variety of prograna are being dealgned to ass let youth and 
youth leaders In dealing with the adverae ef facta of atreaa In 
their Uvea and the lives of their fanlllea. Special prograaa 
are being developed for teacher In-servlce training and for 
aubaequent uae by teachera In the claaarooa. Public forums will 
be held In several locatlona focualng on teen aulclde, atreaa and 
depresalon, and Individual and community meana by which auch 
probleme can be reduced. Special training on waya to cope with 
atreaa and waya to help a troubled friend will be provided for 
4-H camp counaelors. In addition, special training on family 
communication, streas and atress management will be given to 
leaders of 4-H and other youth organlzatlona. 

Alternative Horticultural Produce Marketing 

Several communltlea will be targeted In which to pilot a 
unique project In which horticultural producers will be linked 
with such Institutional buyers as schools, hospitals, auid nursing 
homes. The potential for proceaalng locally produced Itema on a 
local baala will also be explored. 



REFLECTIONS ON RURAL DEVELOPMENT 

Given the severe economic problems facing agriculture and 
aeveral other Industries located In rural areas. It Is clear that 
national, state and local resources must be combined If the 
Impacted rural communltlea are to remain viable. Behind thla 
concern Is a more general Issue which focuses on our national 



Digitized by 



Google 



128 



land settlement policy. How do we want the population of this 
country distributed? Perhaps the rationale used for originally 
settling rural areas Is no longer appropriate. Recent conaunlty 
preference studies which suggest that the majority of people 
prefer to live In smaller towns and rural areas provide a new 
rationale for a policy of population decentralization. 
Additional reasons for and against such a policy can be 
Identified. Unfortunately, the present crisis In rural America 
does not allow us time to address this larger policy Issue before 
providing assistance to rural communities. In addition. 
Immediate assistance to lessen the human suffering of the current 
changes can be justified on humanitarian reasons alone. 

Rural development Is the only hope many rural communities 
have for survival. Without a significant and creative effort to 
revitalize the rural economy, much of rural America will continue 
to deteriorate into even deeper levels of poverty, despair and 
decline. The despair for many farm and rural families is already 
so great that attention must be focused on social and psycho- 
logical development, as well as economic development, if rural 
communities are to be revitalized. 

Economic development will require retraining and education 
on the part of many rural citizens. Unfortunately, Individuals 
are unable to utilize fully many of the training and educational 
opportunities available when they are experiencing depression. 
Obviously, individuals who tend to withdraw, who can not think 
rationally or logically, who have problems sleeping and who are 
physically aggressive and experiencing great changes in moods do 
not make good students. He must meet some of the psychological 
and social needs of these individuals before ' they become 
students. 

Depression Is contagious. It can move between members 
within a family and outward to friends and even into communities. 
In many parts of our state, we see small communities which have 
"given up". There is a sense of helplessness, hopelessness and 
futurelessness within these communities. This Is often the 
result of what we might call "collective depression". 

One of the real challenges we face is that of helping 
members of these communities, and especially some of their 
leaders, renew their hope for the future. Economic development 
efforts have little chance of success in those communities where 
there is a sense of hopelessness. What Investor wants to set up 
an operation in a community which sees no future? What lenders 
will loan money to small business persons to set up a business In 
a community that has a sense of helplessness? 

There are a growing number of communities across the country 
in which a few people have stepped forward as leaders and begun 
community projects that often require little financial backing. 
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Bv«nt0 mxLGh mm children's clothes exchanges » beeutl fleet ion of 
public erees, esslstence to m feelly which hee soae unique 
problem, to Mention only e few, begin to pull the social fabric 
of rural comunltlee together, give thee hope and set the stage 
for econoBlo developaent to 'take place. (Hamilton, Nlssourl, 
provides an example of how a community can redirect Its .future.) 

He, at the University of Nlssourl Extension, are trying hard 
to build on past efforts as we focus on both the social and 
economic development of rural areas. He are especially grateful 
to have been part of a national, state and local governmental 
effort which has responded to needs of rural America and helped 
to lessen the human costs associated With economic problems and 
social change. 



FROH PROBLEM TO PROGRAM 



Contrary to criticism we often hear, our complex 
governmental and educational system can respond to major problems 
In a timely manner. This recent effort provides an excellent 
example. Let us close by briefly outlining how the numerous 
segments of the system at the national, state and local levels 
coordinated their efforts to focus on the identified problem. 

Late In 1984, a member of the House Agriculture Committee 
requested information from USDA about the assistance farm 
families needed and were receiving when they were forced out of 
farming. Little Information was available. Utilizing the 
cooperative relationship between USDA (the Economic Research 
Service) and State Land Grant Colleges, the Department of 
Agriculture fiinded rural sociologists to conduct a research study 
to obtain the needed information. The study was completed and 
the results were reported back to UDSA and the Agriculture 
Committee member in April of 1985. The results of the study, 
along with a host .of other information collected by Congress, 
were the basis for developing Section 1440. 

As the legislation moved through the authorization and 
appropriation process during late 1985 and early 1986, the 
initial research was reviewed by social scientists in other Land 
Grant Colleges. For example, rural sociologists and agricultural 
economists at Cornell University replicated the original study in 
the fall of 1985 and provided further support for the original 
conclusions . 
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Section 1440 provided funding to the University of Missouri 
Extension Service to develop programs to address these nseds. 
Directors of state agencies, regional Extension directors and 
directors of Coaaunlty Mental Health Centers, working with 
adalnlstrators, teachers, researchers and Extension faculty at 
the University of Missouri put In place a prograa to address the 
needs Identified. 

In just over two years froa the time the Initial question 
was asked, we are back here reporting to you about a functioning 
program which Is assisting rural families and communities. Many 
positive comments have already been received. A formal 
evaluation of the program has begun. 



(Attachments follow:) 
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Career Options tor Missouri Farm FamiKes 
& Missouri Career Information Hotline 



IP 

^jM I ■ laONoywBuMlno 

^^ ■ ■ CalumbiiuM0aS211 

UNIVERSITY OF MISSOURI-COLUMBIA 



May 13, 1987 



HarratlTS Isport on C«r««r Options Vorkshops 

At of this d«t«, w« h«v« eoapl«t«d six vorkthops, totalint 58 
p«rtieip«atc . Approxia«t«ly 60 p«re«at of tk« participants k«T« bnnn 
■en, «nd 40 psreont woaon. Tboir «t** b«v« r«nt«d froa 22 to SI ynnrt 
old. Pour of th«c« vorkcbopt have b««n hnld in Coluabin, onn in 
Hannibal and ona in LaBalla. Savan aora vorktkopa ara cebadulad 
bafora tha and of Aufuct 1987, with a fav aora Co ba addad latar to 
that tiaa pariod. Piva of thata cavan will ba in Colaabia, ona iA 8t 
Jocaph, and ona in Bathany. 

Barly in tha projaet planning, wa aada tha daeicion to t*C fara 
faaily aaabarc out of thair iaaadiata anvironaant to eoneantrata on 
tha proeacc of idantifyint thair earaar options. Whila a fav 
participants hava baan soaavhat raluctant to traval to a vorkakop 
•ita, tha vast Majority hava azpraccad thair appraciation at tha and 
of tha workshop for this chanca to focuc on thair daciaiona without 
tha dictractionc of chorac, ehildran, ate. Tharafora, vhila va will 
eontinua to pracant coaa vorkchopc in othar tovnc throuthout Nictouri, 
wa will eontinua to aora fraquantly uta tha faeilitiat and racourcat 
of tha Caraar Plannint & Plaeaaant Cantar at tha Univartity of 
Miccouri-Coluabia. 

To accict in ctaffing vorkchopt outcida of Coluabia, va hava 
contactad tha othar Univarcity of Niccouri eaapucat ' earaar councalint 
•arvicat in Kancac City, St Louie and Rolla, and anticipata aoaa 
cooparativaly ttaffad workchopc. 

To ancura a paraonal and iapactful carvica, wa hava plannad for 
late than 15 paopla in' aach workshop. Attandanea hat rangad froa nina 
to tvalva. Baginning in lata May, wa plan to faeilitata vorkchopc for 
24 or 36 participant*, with tha aain pracantationc to tha largar 
group, than dividing into caallar groupc of tvalva or lace for all 
diccuccionc. Bach participant vill eontinua to racaiva ona and 
one-half hour* of individual caraar councaling, and a practice job 
interview on videotape. Ac you can cae froa the encloced cchedule, 
vorkchopc average 22 hours, spread over two and one-half days . 



A Univwsily Extension «kj Csmcr Ptanning & Pl s osmsm Csmcr 1440 Praisci 
•n squsi opponunily insiiimion 
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Prior to e«ch workshop, p«rtielp«atfl coaplete «nd ■«!! b«ek 
«pproxia«tel7 two and oae-h«lf hoar* of «««ecca«at ■«t«ri«lc. Thoto 
iaclu'de « cpoeialised •even-p«ge Career Developaeat Plea (ceaple 
•ncloeed), the inventory "Ny Vocetionel Situetion'* (protect), end 
either (or both) of the cereer interest inventoriee, "Cereer 
Aeeeceaent Inventory'* (cugfectc cereer* requiring high school or 
Voc-Teeh treining) end the "Strong Ceapbell Interect Inventory" 
(•utt«s's cereer requiring high school through college). The 
inventories ere eoaputer scored end the results discussed with eech 
perticipent during their cereer counseling session. 

The workshop is designed to cover the eoaplete Cereer 
Developaent/Cereer Chenge process, beginning with Understending of 
Self, followed by Understending of the World of Work, to Action Steps 
that cen include further educetion end/or job hunting strategies, 
resuae writing end job interviewing. 

Most of this aeteriel hes proven to be new inforaetion for the 
aejority of workshop participants. Many chose their faraing career am 
a faaily heritage, and have not seriously considered other career 
options before. Most have never applied for off-fara eaployaent, 
coapleted a resuae, nor had any in-depth job interviews. The foraat 
and content of the workshops seea to give the participants a renewed 
sense of self confidence, and soae career exploration and job hunting 
skills they can iaaediately put to use. Bvaluations and eoaaents 
(suaaary enclosed) -have been overwhelaing ly positive. 







Thoa Rakes 

Project Co-Director 
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COOPERATING AGENCIES 

Career Options for Missouri Fam Fanllles encourages the use of other 
resources already In iiDpTHnentatlcn ttiroughout the state. An eaphasis Is placed 
on Information sharing between Career Options agencies and other programs • and 
Identifying Individual contacts withifi agencies to facilitate referrals. Indi- 
viduals participating In the Career Options Workshops or calling the Missouri 
Career Information Hotline are Informed of* and when appropriate, referred to the 
following programs: 

Missouri Division of Job Development and Training 

Missouri Job Service 

Service Pel -f very Area Agencies for Job Training Partnership Act Programs 

Adult Education Pro grains within Ar«a Vocational Te<fhn1ca1 Schools funded 

by the Department of Secondary and Elenientary Education 
Regional Vocational Service Centers which assist displaced homemakers, 

single parents » and individuals seeking non- traditional training. 
GPm Vocational Tratnlag Program, sponsored by the Missouri Department 

of Secorfdary and Elemetitary Education 
WO-Farnis, a Joint project of the University of Missouri and the Missouri 

Department of Agriculture, which helps farm fanilles assess their 

financial situation 
Columbia Col ege Tuition Assistance Program for Dislocated Fanners 
Northwest Missouri State University Tuition Assistance Program for 

Dislocated Farmers 
Comminlty College and University; placement offices, assessment 

resources 
CaRmunity Mental Health Centers 
Project Re-focus > a program designe<t to assist dislocated workers in the 

Kansas City area 
Metropolitan Re-employment Project, a program designed to dislocated 

workers In the St. Louis area 
Education Opportunity Centers, provides assessment and assistance In 

locatfng educational resources ji the St. Louis area 
Extension Continuing Educatiiin and Correspondence Programs 
Extension Business and Irulustry Specialists 

Establishmnt of a strong network of referral resources continues to be a 
priniary focus of the Career Options Program, Commni cation between service 
providers, coRKiunity mefnbers extension and Career Options is essential for 
program succes Irafonnation sharing facilitated by the availability of the 
toll'free Hotline. Career Options also has elicited 'the assistance of representa- 
tives from the Department of Agriculture, area businesses and industries, voca- 
tlona schools, and Missouri colleges. In order to provide individualized assis- 
tance to participants of the workshops. 
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MISSOURI CAREER INFORHATION HOTLINE 

The Missouri Career Information Hotline, a conponent of Career Options for 
the Missouri Farm Fanllles, is a statewide toll-free line designed to provide 
career Information to rural Missourlans. The service Is available from 1-5 p.m., 
Monday through Friday. 

The career Information provided by the Hotline falls Into five main 
categories: 

Occupational and Career Information 
Job descriptions, entry requirements, salary ranges, 
related occupations, referrals to other Information 
sources 

Education and Training Information 
Information about, and referrals to, sources of education 
and training within the state. 

Education Financial Aid Information 

Job Seeking Information 
Resume writing. Job Application Forms, Job Hunt 
Strategies, Networking, Interviewing Skills 

Sources of Local Career Assistance 

The Hotline also functions as a source of Initial contact for Individuals 
wishing to participate In the Career Options Workshops, and as a source of 
continued contact and follow-up for those Individuals who have already partici- 
pated In a workshop. 

The Hotline received a total of 41 calls during the month of April (80 hours 
of service). Seventy- three percent of the callers were rural Missourlans, and 
9.7X of the ca lers i#ere ex tens I on agents or representatives from conmnlty 
agenc es wanting InformatlorL for rural clients. Indicating the Hotline Is 
prlroflrlly serving ttie targeted rural population. Sixty percent of the calls 
originated from couiities targeted for service by the 1440 project. 

Attached is a breakdown of the demographic data for Individuals who called 
the Hotline duHng April. If a profile were to be made of the average farm 
residevit seeking career assistance based an the mode In each demographic cate- 
gory* the Individual would most kely b« nu e. In his forties, and residing In 
the NorthMstfrn part of the state. He would be considering making a career 
chai>ge and requesting Job seeking Information. 
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MCIH DATA REPORT FOR APRIL 
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WORK STATUS: 
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QrHER_^:5 



SEEDING OFF- FARM EMPLOYMEKT_^_ 3TUDEKT L 

SEEKING DIFFERENT JOB/ CAREER /^ 



ENTERING SCHOOL OR TRAINING PROGRAM^ 
LEAVING SCHOOL OR TRAINING PROGRAM_ 
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JOB SEARCH ASSISTANCE P 
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«CALLS MAY BE PLACED IN MORE THAN ONE CATEGORY. 
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CAREER OPTIONS 

FOR 

MISSOURI 

FARM FAMILIES 

A UNIVERSITY EXTENSION 
1440 PROJECT 




Sponsored By 
University Extension 

and the 

Career Planning and 

Placement Center 

University of Missouri-Columbia 



. COMMENTS FROM 

WORKSHOP 
. PARTICIPANTS: 

"...very beneficial to all in the pro- 
cess of changing careers, especial- 
ly farm families..." 

"...I became more aware of hovy to 
help myself with a career change." 

"...I received what I had expected 
plus much, much more. A very 
valuable and rewarding program. 

"...I received the feeling of self-worth 
and that I'm not alone in these 
stressful times." 
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TESTIMONY OP ROBERT A. YOUMANS 

BEFORE THE HOUSE AGRICULTURE COMMITTEE 

ON CONSERVATION, CREDIT, AND RURAL DEVELOPMENT 

Mr. Chairman and members of the Subcommittee: 

I am Bob Youmans, a farmer from Purman, South Carolina. I 
appreciate the opportunity to share with you a view of life In my 
hometown . 

In 1980 the Purman Community had twenty-seven (27) full-time 
farmers and a thriving tractor and Implement dealership. This 
growing season we will have no more than four (4) full-time 
farmers (probably 2) and the tractor dealership has been out of 
business for three years. 

This picture of a dying rural town Is common all across 
America. In most rural areas, farming Is the hub that feeds 
other businesses. With the loss of as many as 1000 farmers In 
the U.S. every week, there are serious problems not only with 
farm families but with farm workers, suppliers and most other 
rural business folks. 

I applaud the work of you... the members of the United 
States Congress... In seeking to Improve the quality of life of 
rural Americans by encouraging rural development. 

We desperately need to bring opportunities for new jobs and 
job training, technical assistance and capital Improvements to 
our rural areas. 

But many families I know have Immediate needs that must 
be met before they can fully utilize these development 
opportunities. Every day I see people who are so burdened by 
the load of stress brought on by financial uncertainty, loss of a 
business or job that they literally do not know what to do . 

I recently was visiting a neighbor farmer who was distraught 
over not qualifying for an operating loan. In the middle of our 
conversation, where he was wringing his hand claiming that his 
farming days were over, he picked up the phone and ordered $1500 
worth of new blades for his disc harrow. 

Why this kind of behavior? Lets talk about rural 
Individuals for a moment. Most have been trained to plant 
produce - more recently, by extension service, how to market and 
develop a financial plan. 

Never In the far reaches of their mind or training have 
there been thoughts of failure, relocations or change of 
vocation. Pew If any know the possibility of help from 
traditional social service or mental health service. Most, If 
they are aware of help, hesitate because of the very nature of 
the beast. 
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This beast called tha rural Aaerican is so sal£ reliant that 
he has never allowed himself to depend on anyone. But things 
have changed. 

Our small community has seen increases in alcohol and drug 
abuse, spouse and child abuse, divorce and attempted suicide. 
One o£ the most evident synqptoms of the rural stress is the 
withdrawal from the community and church activities. 

Our rural families need help dealing with the stress but 
most of them are too independent to seek help. 

Because of my frustration over how to get help for my 
neighbors, I joined with other concerned folks to form the Rural 
Family Issue Coalition. This National coalition has four very 
specific goals: 

1. To provide 24 hour phone Crisis Intervention. 

2. To provide aggressive outreach by trained human services 
professionals who will provide immediate, on-site, one-to-one 
assistance for rural families in distress any time or place, and 
to continue assistance until problems are resolved. 

3. To develop local peer support groups. 

4. After immediate crisis resolution, to connect referrals 
to the appropriate traditional helping services, e.g., public 
health, mental health, extension, ministerial, and human 
services. 

The Rural Family Issues coalition is patterned after a 
highly successful program developed in Illinois called Stress 
County Style. 

Let me explain why I think this kind of program could help 
in my cOTmiunity or in the thousands of similar communities around 
the country. 

Rural folks find it difficult to seek help locally but will 
frequently share their troubles with a compassionate stranger. 

This is evidenced by the scores of cold calls made by the 
Stress Country Style program without one rejection. These first 
time calls have resulted in a high rate of success in preventing 
suicide, homicide, and other problems that destroy a normal 
family life. 

As I look around my cOTmiunity, I see many needs; but none 
acre urgent than a workable mental health outreach system. 
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I have left you information that details the need for rural 
mental health outreach programs and how our program works. 

I would like to close by expressing by thanks to you for the 
work you are doing to strengthen our rural communities. 

I would also like to thank Chairman De la Garza and his 
staff for introducing HR 2398 a Bill that would provide outreach 
programs and crisis management assistance for farmers and rural 
families. 

My hope is that this kind of assistance could be utilized 
and expanded in conjunction with the good work you are doing in 
rural development. 



(Attachment. follows: ) 
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INTRODUCTION 

The "farm crisis", with its attending economic problems and suggested 
solutions, has become the focus of major public and governmental debates. How- 
ever, the debate has tended to narrowly focus on farm policy. While the media 
and the film industry have given the public hints at the human side of the farm 
crisis, it has all but been ignored in public policy' debate. Perhaps one of the 
reasons for this is that over the past two years there have been over 36 bills 
introduced at the federal level with "family farm" in the title. This gives the 
illusion that the farm family is being considered. These bills, however are 
overwhelmingly economic in nature and do not directly address the human prob- 
lems faced by rural families. The concept developed by the Rural Family Issues 
Coalition (See appendix A) addresses some of these farm family issues. 

BACKGROUND 

Beginning about 1972 and continuing through the remainder of the 1970s, 
the demand for U.S. agricultural produces rose sharply. By the end of the 
decade, as much as 40% of some agricultural commodities were exported. This 
surge in international demand for agricultural products led to iiigh commodity 
prices, escalating farmland values and increasing farm debt, as farmers borrowed 
more capital to increase their output. Farmers were encouraged by politicians 
and others to do this. The contribution of exported agricultural products in of- 
fsetting the trade deficit created by the increase in world petroleum prices, in 
addition to the humanitarian concern of feeding the people of the world, also 
helped encourage expansion in agricultural production. 

Today the agricultural sector of the economy which was filled with op- 
timism during the 1970s is facing one of the worst, if not the worst, financial 
crises in its history. In late 1979, a series of fiscal and monetary policy chan- 
ges began to be made which had an enormous impact on the economic environ- 
ment in which farmers operate (Boehlje, 1986). Interest rates on operating loans 
nearly doubled in a matter of months. Commodity prices dropped as surpluses 
accumulated. 

Land values began rapid deflation. As a consequence, many farmers, especially 
those who began farming or expanded their operations in the 1960s and 1970s, 
found themselves in severe economic difficulty. 

It should be noted that not all farmers are facing financial problems. 
Government programs have greatly assisted some farm families. Other families 
are producing commodities such as pork which have continued to be relatively 
profitable. The major factor determining the financial well-being of farming 
operations, however, is the amount of farm debt. Although the mixture of 
commodities produced and managerial skills of the producer are important, the 
debt to asset ratio has become the major predictor of farm survival. Total farm 
debt in the United States has increased from SI 66 billion in 1980 to S21S billion 
in 1984. an increase of nearly 30% (Reimund et.al.,1986). 

A recent report on the financial characteristics of U.S. farms suggests that 
21.3 % of the farms surveyed had a debt/asset ratio greater than 0.40 (Economic 
Research Service, 1986). This was a 2% increase from a year earlier. Econo- 
mists refer to farms with a debt to asset ratio of .40 or greater as "highly 

- I - 
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leveraged". Such farms are financially vulnerable. A recent study in Illinois 
suggests that even with superior management and utilization of all possible gov- 
ernment programs it is very unlikely that the deteriorating financial condition on 
a 600 acre farm with a debt to asset ratio of greater than 0.40 can be turned 
around. 

Almost half (45%) of the farms operated by farmers 34 years or younger 
had debt to asset ratios of .41 or greater. A third of the farms operated by 
persons between the age of 35 and 44 had a debt to asset ratio of .41 or 
greater. The reason for this, of course, is that younger farm families are most 
likely to have begun fanning in the late 60s or 70s. Even with a generous in- 
heritance, most commercial farm families must borrow capital to begin a farming 
operation. Thus, younger families were more likely to come into the 1980s with 
a relatively high debt load. This is significant because the beginning stage of a 
farming operation is also the stage in the family life cycle in which families still 
have children at home. Thus, the social and psychological consequences of the 
farm crisis directly impact youth (Heffeman and Heffernan, 1985). 

The consequences of the financial problems in agriculture extend into the 
rural community. A recent report by the U.S. Senate Subcommittee on Inter 
Governmental Relations (1986) traces some of the consequences for the rural 
community. The study notes that net farm income declined to about 25 billion 
dollars in 1984, down 40% from the average of the 1970s. 

Given the decline in farm income and the higher interest rates, the value 
of farmland has also declined since 1981. USDA data show that across the 
nation agricultural land values have fallen from S823 per acre in 1982 to S596 
per acre in 1986. In many Midwestern states the decline has been even greater. 
For example, in Iowa the 1986 land prices have shown a 68% decline from their 
earlier level. 

This decline in income and asset value has major impact on rural com- 
munities. The report suggests that "a long term increase or decrease of 564,000 
in net farm income will add to, or cut back on local commercial employment by 
one job." Downtown business property values are also decreasing. The study 
suggests a decrease by SI 5 in the downtown property value for each permanent 
51,000 decrease in agricultural income. 

With the real value of the agricultural tax base shrinking by 20% or more 
since 1984, with increased tax delinquency rates of up to 100% or more in some 
su^as and with the decline in nonfarm income, employment and property values, 
Che impact on the public sector is dramatic. At a time when the demand for 
many of the social services provided by the local communities is on the increase, 
the base of revenues to support these institutions is on the decline. Not only 
can many local communities no longer afford to maintain the level of services 
they had in the 1970s, but many of the states most affected are also less able to 
raise the necessary revenue at the state level. 

Most of these economic facts and figures concerning the economics of the 
farm crisis have been disclosed in the public and governmental debate on the 
farm crisis in the process of considering adjustments in the Food Security Act of 
1985 or considering alternatives to the 1985 Act. Regardless of the farm policy 
that is followed, there are some very immediate human and family issues that 
must be addressed which have received • much less attention. Many of these 
concerns arc with us today and will continue for many families regardless of the 
national farm policy. 



(The complete report Is held In the conmlttee files.) 
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Mr. Chairman and Members of the Subconmlttee , thank you for the 
opportunity to testify today. I am Mollie Anderson, Director of 
Job Training of Greater Nebraska. 

The Nebraska Department of Labor, Greater Nebraska Private Industry 
Council and Job Training of Greater Nebraska iiere pleased to re- 
ceive an Appropriation last year of $500,000 for continuation of 
our nationally recognised Agriculture- In-7ransltion Program. The 
appropriation, earmarked in the 1985 Food Security Act, alloifs us 
to continue operations through SeptendMr 30, 1987. 

I am here today to ask for your continued support of services 
proven to aid our distressed farming comnunities in Nebraska. 

Our program serves an 88 co\inty area %#hose number one industry is 
agriculture. Twenty one percent (21%) of the state's total em- 
ployment is in ag related sectors, with 40% of manufacturing being 
ag based. The state has 300 towns with populations of 500 or less. 
According to the University of Nebraska, half of these towns are 
in jeopardy of disappearing. Nebraska also has one of the highest 
debt to asset ratios in the nation. 

To begin, let me say that rural America is changing drastically. 
Unfortunately, many of the recent changes have had a negative im- 
pact, forcing an immediate reassessment of how the rural economy 
will exist in the next few years and in the distant future. 
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Because the multitude of problems facing rural America are so 
complex, any programs offered as solutions must have a broad 
spectrum of alternatives to offer. 

To quote Congressman Coleman: "Today's agricultural crisis is far 
more than a farm problem. It is a rural commmity crisis that 
requires comprehensive solutions beyond the scope of traditional 
agricultural programs which often stop at the farm gate.** 

I am here today to support the Rural Development Initiative intro- 
duced to rebuild rural America and restructure the U.S. Department 
of Agriculture to ensure more efficient management of rural pro- 
grams. We compliment this group on its' comprehensive design. 

The blueprint to rebuild Rural America demonstrates the solutions 
must be as broad based and as comprehensive as the problems. Any- 
thing less will result in failure, not only for the programs imple- 
mented, but also for the individuals they are designed to help. 

Let me quickly comment on a few of the objectives. 

We support the creation of a Rural Development Administration with- 
in the U.S. Department of Agriculture, and renaming USDA the Depart- 
ment of Agriculture and R\iral Development. In our opinion, this 
places the appropriate emphasis on the fact that the rural economy 
has changed. No longer is it restricted to ag production, ag re- 
lated business, or business service sector labels. It places revi- 
talization and rural development on a par with production ag issues. 
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We support block grant programs to provide seed capital for rural 
economic development, thus encouraging private sector investment, 
and to provide funding for rural infrastructure needs. Without 
such assistance, rural comrninities cannot compete with their metro- 
politan neighbors. Rural outmigration, business closures, and an 
increasingly older rural population mean fewer and fewer available 
resources to support revitalisation efforts. 

We support the creation of Agriculture Action Centers, providing 
one-stop-shops for counseling, informational, and job training 
services for rural Americans. This concept has proven to be most 
effective, as I will address in a moment. 

Lastly, Me support the establishment of a Special Assistant to the 
President, acting as an advisor to improve rural development pro- 
grams. 

As I stated in my introduction, %ie deliver a program called Agri- 
culture-In-Transition. I would like to use the remainder of my 
testimony to comment on our program design, performance outcomes 
and funding issues. 

The $465,000 directly received for program service from Section 
1440 of the 1985 Food Security Act allows us to serve 360 people 
with an expected 224 individuals to be placed in unsubsidised 
employment . 

The centerpiece of this program are the six one-stop-shops called 
Ag Action Centers located in Comminity Colleges across the state. 
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The Colleges were chosen because they provide a comfortable, non- 
threatening environment free from the negative "social services" 
stigma. This was essential If we were to be able to reach the Ag 
workers who traditionally have a strong sense of self reliance. 

We have developed a three pronged strategy to provide a compre- 
hensive solution to this multifaceted problem. 

The first prong In our strategy addresses the distressed farmer /ag 
related worker. We feel our first responsibility is to keep as 
many farmers in farming as possible. The centers allow the person 
to come to their own conclusions about their future in farming. 

The centers provide financial evaluations, farm and ranch manage- 
ment courses, legal and financial counseling to explore alterna- 
tive means of financing, referrals to Social Services agencies and 
to Job Service for off farm employment to supplement farm income. 

The second prong in the strategy addresses the dislocated farmer. 

If the decision is made to leave farming, the program provides 
career assessment, counseling, classroom and "on the job" training 
and supportive services. 

The program was Initially funded by a $1,000,000 Discretionary 
grant from the U.S. Department of Labor. Since the program began 
in 1985, over 2,500 individuals have contacted Ag Action Centers 
and our Job Training offices. One thousand three hundred fifty 
three (1,353) individuals enrolled in financial management pro- 
grams, educational workshops and referral services. 

4 
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Of the 2,500, only 971 people finally decided to leave farming and 
retrain for new opportunities, which means o\ir objective of keeping 
farmers in farming is being met. 

Of the 633 individuals who have completed training, 501 are now in 
new jobs, paying on the average $5.45 per hour. With a placement 
rate of 79%, our programs have proven their value through return 
on investment to the federal and state governments. (See Attachment) 

Each individual placed in a job after retraining generates approx- 
imately $900 in state taxes, $1,500 in Federal Taxes, and returns 
to the conmunity through retail sales $8,800. If Me consider 500 
individuals employed at $11,000 annually, the return in taxes is 
over $1,000,000 and the retail economy is strengthened by over 
$4,000,000. That's not a bad retxirn on a $1,000,000 investment. 

The third prong in our strategy, and one that is critical to the 
ultimate success of the program, is conmunity services. 

To address the needs of the rural communities. Me must be able to 
implement programs to help provide job opportunities to the dislo- 
cated ag workers. These types of programs include marketing 
assistance for small businesses and towns, entrepreneurial training, 
business incubation centers, and technical assistance for cottage 
industries . 

There will be no need to retrain people if jobs are not available. 
Currently we are unable to provide funds for many badly needed 
employment generating activities. 
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The $500,000 appropriation to our program in 1986 was allocated 
through the 1985 farm bill. Although finally overcome, several 
problems resulted last year because of restrictions in the Act. 

Curifent legislation mandates that funds allocated be expended 
through the land grant colleges. Dollars could not be allocated 
directly to the Department of Labor or to the Service Delivery 
Area. Even though the f\inds had officially been allocated, %i« 
%iere forced to ask the Nebraska Cooperative Extension Service to 
manage, evaluate the program and provide a proposal to the U.S. 
Department of Agriculture. 

As you can imagine, the delays %iere tremendous. The additional 
red tape caused a slow down in Agriculture-In-Transition activi- 
ties and a lull in delivery of services. In addition, the money 
was required to be distributed through USDA which reduced the 
original appropriation by $20,000. We received $465,000 for direct 
program services with no funds allotted for administration. The 
loss of $35,000 meant approximately 30 individuals would not be 
served. 

I respectfully request that if possible, provisions be made to 
allow for a direct grant procedure or contract to alleviate the 
constraints caused by the current legislation. 

Agriculture-In-Transition has provided a resource for our rural 
communities in Nebraska, and we hope that if new legislation is 
passed, that our program can continue and also be a model for 
other states to use. 

6 
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Thank you again for this opportunity to testify, and for your 
efforts to develop rural revitalization legislation. It is 
apparent this group recognizes small farms and coinnunities are 
an integral and vital component of America, and that their 
preservation is crucial to our ultimately productive survival. 

(Attachments follow:) 
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REALITY OK THE FARM CRISIS 
WHAT IT MEANS TO MEBRASK.A 

1) AGRICULTURE IS HEBRASKA'S i 1 INDUSTRY 

21% of all jobs are on farms, ranches, and food 
related Industries. 

40% of all manufacturing jobs are in agricultural 
related industries. 

Farm income impacts personal income four times more 
than the United States average rate. 

64 of the 93 counties are highly dependent on farm 
Incone fliis figure represents one of the highest 
percentages in the United States. 

2) BRBMT OP CRISIS TO FARMS 

The number of farms in Nebraska has declined 3.4% 

1984 - 59,000 1985 - 57,000 

Farm bankruptcies are projected to increase by 10 
to 15% 1985 - 282 

1985 (thru Sept) 215 1986 (thru Sept) 268 

(24.7% increase) 

Total ag debt has decreased in recent years, but 
asset values have decreased nearly 4 times as fast, 
causing a severe increase in debt-to-asset ratio. 

The average debt to asset ratio of farmers is 39.6%. 

23% had a ratio between 40 to 69%. 

A ratic over 40% indicates financial stress. 
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34.9% FmHA loan delinquency rate through June, 1986 

Calls to the Farm Crisis Hotline have increased 
approximately 10%. Since 1984, there %fere 1900 
first time callers 

1985 (through Sept) 653 1986 (through Sept) 718 

In a Farm & Finance Survey only 51% felt there was 
adequate emotional counseling available 



3) SKmrr of crisis 

Bank closures continue to be a problen 

1985 - 13 1986 (through 9-10) - 7 

Total banluruptcies continue to increase 

1985 - 3,016 1986 - 3,546 

Taxable retail sales have declined each year since 
1981 

In 11 of the 93 counties over 20% of the population 
is impoverished 

10 of the %iorst 150 hunger counties in the nation 
are located in Hebraska all in rural areas 

AFDC caseload increased 16.2% betvreen 2/83 & 4/86 
(Morthcentral had a 62.1% increase) compared to 
Lincoln 4.7% Omaha 9.6% 

Between 1980 & 1985 business openings increased 17.81% 

Business closings increased 123.10% 
Rural areas 9.69% new increase - 158.39% closing increase 
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DECEMBER, 1985 THROUGH FEBRUARY, 1987 



2517 AGRIBUSINESS WORKERS 
DISPLACED OR IH FIHANCIAL DIFFICULTY 
CONTACTED AG ACTION CENTERS OR GNJTP 



1353 INDIVIDUALS 
ENROLLED IN FINANCIAL MANAGEMENT PROGRAMS 
EDUCATIONAL WORKSHOPS & REFERRAL SERVICES 



973 INDIVIDUALS 
RETRAINING FOR NEW CAREERS 




743 INDIVIDUALS 
PARTICIPATING IN AG-IN-TRANSITION 



230 INDIVIDUALS 
PARTICIPATING IN OTHER PROGRAMS 



- RBO^XJX^N ON XfrTVESOTMBNa? - 

OP THE 743 IMDIVIDDALS ENROLLED IN AGRICULTURB-IN-TBAIISITIGM 

110 ARE CURRENTLY ENROLLED 

633 HAVE COMPLETED PROGRAM 

501 ARE NOW IN NEW CAREERS 

79% PLACEMENT RATE 

$1,996 COST PER PLACEMENT 

$5.45 AVERAGE HOURLY WAGE 

$11,336 AVERAGE ANNUAL WAGE 

$1,400 APPROXIMATE FEDERAL TAX PAID 

$800 APPROXIMATE STATE TAX PAID 

$9,136 RETURNED TO ECONOMY FOR GOODS 
AND SERVICES 

(Additional attachments are held in the committee files.) 
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AQRI CULTtJR.E — I N — TRANS I TI ON 



THREE PRONGED STRATEGY 



ID X STRESSED FARMLERS 

FINANCIAL EVALUATION AND COUNSELING 

FARM AND RAKCK KANAGEHENT COURSES 

ALTERNATIVE FINANCING INFORMATION 

ALTERNATIVE FARMING INFORMATION 

LEGAL AND FIHAKCIAL COUNSELING 

STRESS MANAGEMENT INFORMATION 

MACHINERY CO-OP INFORMATION 

SOCIAL SERVICES REFERRALS 

JOB SERVICE REFERRALS FOR SUPPLEMENTAL EMPLOYMENT 



DXSZ.OOATBD E-ARS«BRS 

\iGBK EXPERIENCE 
CAREER ASSESSMENT 
STRESS COUNSELING 
JOl SEEKXNG SKILLS 
CLASSROOM TRAINING 
ON-THE-JOB TRAINING 
SUPPORTIVE SERVICES 
SOCIAL SERVICES REFERRALS 



COMMUNXTXES XN NEED 

MARKETING ASSISTANCE 

ENTREPRENEURIAL TRAINING 

SMALL BUSINESS WORKSHOPS 

FINANCIAL PACKAGING ADVICE 

BUSINESS INGUBATIOH CENTERS 

ECONOMIC DEVELOPMEKT TRAINING 

EMPLOYMENT GENERATING ACTIVITIES 

TECHNICAL ASSISTANCE FOR COTTAGE INDUSTRIES 



78-3A6 0-88-6 

Digitized by VjOOQ IC 



158 



Testimony Prepared for United 
States House of Representatives 
Agriculture Committee 

My name is Andy Jackson from LaPlata, Missouri, married 
and have three sons. My husband and I have a farming operation 
that has been adversely affected by the current economic 
conditions. I am a participant in the Career Options for Missouri 
Farm Families which is a University Extension 1440 Project. I am 
presently employed but am looking at career options both in and 
outside our present location. 

I was a participant in a workshop with ten other individuals 
(both men and women) whose lives are in transition due to the 
economic conditions. Four of these people had college degrees in 
an area of agriculture, one had a graduate degree in agriculture 
education and three had two or more years of higher learning. 
Other participants in this project have less formal education 
which indicates that this project is serving a cross-section of 
individuals. V7e are all involved in agriculture production and/ 
or agri-business, are respected community leaders and our lives 
are in transition. 

One participant, a widower and father of three sons, does not 
want to leave his local area as his sons are established in Junior 
High and High School organizations and sports activities. He has 
a B.S. Degree in Dairy Science, had sold his dairy herd a week 
prior to our workshop and is looking at possibilities for certi- 
fication to teach. 

Another participant had recently quit farming, is divorced 
and has no geographic limitations. He desires to relocate, if 
necessary, and is simply exploring options, trying to find employ- 
ment possibilities, and reconstruct a positive self esteem. 
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2 
Other situations of workshop participants are sighted in the 

Kansas City Times article which is enclosed with this testimony. 

We, as a group, shared similar problems, concerns and goals, 
and developed a caring relationship during the three-day workshop. 
To those suffering from depression and who are struggling with 
transitional legalities, this workshop experience provided the 
opportunity for fresh introspection and objectivity in the analysis 
of our own abilities; the opportunity to feel assurance that we 
still have skills and capabilities — to re-establish confidence in 
self; the opportunity to step away from the problems for a brief 
time to look clearly at possible solutions. We had the opportunity 
for self analysis through the Strong -Campbell Interest Inventory 
and individual career counseling sessions and the opportunity to 
initiate change for ourselves in a positive way. 

University Extension is an established in place "vehicle" to 
meet the needs of the agricultural fcimilies in transition. The 
networking that is available through their Career Planning and 
Placement Center is a strong advantage, particularly for individuals 
that may eventually leave their home area. 

A closing thought that actually comes from John Naisbitt's 
MEGATRENDS: We are living in the time of parenthesis, the time 
between eras. It is as though we have bracketed off the present 
from both the past and the future, for we are clinging to the 
known past because we are so fearful of the future. This time in 
the parenthesis is a time of change and questioning. Although 
this time between eras is uncertain, if we can learn to make 
uncertainty our friend, we can actually achieve more than we can 
in stable times. If we can only get a clear vision of the road 
ahead. 
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And when we have that clear vision, we have a renewed 
resilence and abilities to adapt to our ever changing society. 

Thank you for the opportunity to share my thoughts with you, 

(Attachments follow:) 
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A- 10 The Kansas City Times Wednesday. May 13. 1987 



Displaced farmers get help 
jto prepare for new careers 



^CortfawedfroiPaieA-l 

;;;Umted Sutct, aooording to the 
^American Banken AMocation. In 
^'MisMuri, the attocMiti<m*s 1986 itA- 

tittict ihow, 102 fiumen quit each 
• week; in Kansas, 68 a week. 
•» They enter a job market with 
t:<livene skiUs but burdened by inex- 
"perience, self-doubts and lives in 
. turmoil. 

!> - **I don't think there's a single 
^occupation that involves as many 
j'akills as farming does,'and it really 

Covers the waterfront,** said Thom 
.Rakes, ooniirector d the Career 
!:'Options Project that has brought the 
; farmers to MU. 
». Those who have come uy they 

are learning job-hunting savvy and 

gaining confidence in their own 
'/abilities at a two-day workshop that 
^is free to Missouri farmers. The 
^farmers take aptitude and interest 

testt to steer them in general career 
'.directions. They learn to write re- 
^sumes that are then polished by 

counselors and printed. They act 
■'Out job interviews in front of a 

video camera with real corporate 
'^personnel officers, who Uiter cri- 
^iique the farmers* performances. 
It- The program was financed by 
"Congress as an amendment to the 

1985 farm bill, officially called the 
^Food Security Act, Missouri, Iowa 
..and Nebraska each received 
^$500,000 — known as Section 1440 

funds ~ for assistance programs for 

diiplaced farmers. 

Z- The career workshops at MUcon- 
jffume $203,000 of Missouri's appro- 
ypriation. Other programs permit 

mental health workers to visit dis- 
..tressed farmers at home and pro- 
^vide help for youna people suffering 
^strett because of the agriculture 
^crisis. 

/J see so many hanging on' 

« - Since the career workshops began 
^;ih March, about 60 Missouri farm- 
-ers have participated. Seven more 
^are planned throu^ the summer, 
A including one each m St Joseph and 
;;.Bethany. There's still plenty of 
;roomineach. 

In fact, enroUment has been less 
than expected. Missouri Coopera- 
J,tive Extension Service specialists, 
Mvho are responsible for recruiting 
participants, say they are finding 
Tarmers in the **denuU phase," in 
»,which they won't face the likelihood 
kof financial collapse, and even get 
;' insulted at the inviution to attend 
^Uhe workshop. 

They are uying: This is home. I 



was bom and raised here. I dont 
want to admit I'm going to have to 
leave here and do something difier- 
ent,' " said Charies Gamble, an ex- 
tension service specialist in Farm- 
im^n. Mo. 

Those «^o have come to Colum- 
bia for the workshop have a d^ei^ 
ent attitude. They may not like it, 
but they have accepted the fact that 
they will soon be working indoors or 
pundiing a time clock or answering 
to a supervisor or trading their 
friendly small towns for an 
anonymous city. If they're ludcy. 

"Tht thing that is amazing to 
me," Rakes said, **is the resilience 
of these people. Ahnost to a person, 
they have been through some amaz- 
ing things." 

Don and Delores Camahan of 
Piedmont, in southeastern Missou- 
ri, had fulfiUed a dream by 1981. 
They were fiuming on land they had 
bought in 1964, and they had just 
bought a Western Auto store in 
town. 

In December 1 982, the Black Riv- 
er stole their dream. A flood left 18 
inches of water in their store and 10 
feet of water on their cropland. 

They had no flood insurance, and 
the new business couldn't get a 
federal loan to rebuild. The Car- 
nahans hung on but never recovered 
from the financial setbacks. 

In November 198S they lost their 
farm. In December 1986 they lost 
the store. 

**I don't have much good to uy 
about farming," Don Camahan 
said. "I don't see any future in it 
When 40 (percent) to SO percent of 
the farmers finally die off or go out 
of business, the others may sur- 
vive." 

Both the Caraahans have been 
teaching elementary school since, 
but they're looking for new jobs. 
And although tlwy*ve Uved all their 
lives in Missouri, they're looking to 
the Sun Belt 

"Anytime your dreams go down 
the tubes, you might as well start 
over," Don Camahan said. "I see so 
many hanging on. Somebody needs 
to teU them there's a better way." 

Maybe fanning as a hobby 

At age 4S, after a lifetime of 
farming, and prospering at it, Ken- 
ny Owens has enrolled at Missouri 
Westem Sute College in St. Joseph 
to work on a master's degree in 
psychology. He's moving out of 
farming, scaling down from 2,700 
acres last year to 1 , 1 00 this year. 

"I've come to this 12 to 24 



months ahead of everyone else," 
said Owens, a cahn, thoughtful man 
who farms near Mound Gty in 
northwest Missouri "You can't 
imagine how mudi money I lost in 
1983 and 1984. Reality had to come 
to me sooner." 

In 1983, one of Owens' three 
children was in a car wreck that Idt 
him paralyzed. That same year, 
drought devastated Owens' crop. 
The next year, a flood took 700 
acres of cropland. 

"I went through a period of 
depression a year ago,** Owens said. 
"I knew I could not make things 
work financially fuming. I Kpew 
there was no way I could make 
things work." 

Owens started making other 
plans. The Career Options work- 
shop gave him an appreciation for 
all the other skills, financial, super- 
visory and mechanical, that farmers 
use. 

"rm a dam good medianic. I can 
rebuild the biggest diesd engine and 
do it well. I have welding skills, 
machining skills. I can drive a semi 
Most farmers have a lot of experi- 
ence they can draw on that makes 
them qualified for a number of jdln. 
Realiang that fact is someUiing 
else." 

Owens is looking toward a career 
in industrial psychology, or perhaps 
teaching at a small college after he 
completes his degree. He doesn't see 
farming in his niture, except per- 
haps as a hobby. 

"I like life enough I don*t plan on 
subjecting myself to this kind of 
depression the rest of my life, I 
don't care how much I like farm- 
ing," he said. 

'Wrong time in the cycle* 

A few miles away, Stephen 
Wright is planting com and soy- 
beans on the S3S acres he rents, a 
little later than he'd like because of 
a delay in financing from the Farm- 
ers Home Adnunistration. He 
thinks there's a future in farmiiu. 
He just doesn't expect it to include 
him. 

"Our problem — a lot of people's 
problem in this area — is bad 
timing. We got into farming at the 
wrong time in the cycle," said 
Wright, 33, who started his own 
operation in 1981. "But I don't fed 
we can sit around and wait for the 
change. We've gone five bad years, 
and tilings aren't getting any better 
any quicker." 

Like many farmers, Wri^t has 
other jobs, and these days it's the 
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side jobs that are nipportiat liim, 
his wife, Sheri, and their three 
young children. He seUs and installs 
irrigation systems, does custom har- 
vesting, and referees high school 
haslrrtball games three or four 
nightt a week. 

**rm divernfied, but everything's 
in agriculture,** Wright said. **That*s 
what's a bummer for me.** 

The best work for many people in 
northwest Missouri, he said, is at 
the new beef packing plant in Rock 
Port 

**I can't see myself going to beef 
packers,** he said. **I like working 
outside.'* 

Whatever he does. he*a still have 
a nuMsive debt to FmHA fiom his 
seven years of fuming. 

**I would fed a kit better about 
foiog into a new venture with a 
dean slate,** he said. **But to have a 
dean slate, you have to declare 
bankruptcy, which nobody wants to 
talkabout*** 

For many, it's been unavoidable. 
Farm banloniptdes have increased 
every year for the last six years in 
Missouri, to S37 last year. 

Despite those grim prospects, 
Wri^ kuighs easily and talks op- 



rve not my health, fve got my 
KMis and my wife,** he said. **I can 
do something dse.** 
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May 12, 1987 



Univeraity Mo. Extenaion Center 
Jean Ward 
Highway P . R.5 
Klrkaville, Mo 63501 

Dear Jean, 

I would like to say "THANK YOU" to you and all the 
people involved with The Career Options for Missouri Farm 
Families Project. It is a very good program. 

Being directly involved with the farm crisis, I have to 
consider options o£ possibly getting a job outside o£ 
farming. 

I feel that before you can play the game, you have to 
study the lesson. I have never had to play the job hunting 
game and I came home feeling I had a great opportunity to 
study the lesson. 

When I left Columbia, Friday afternoon (Hay 8>, I felt 
that I had attended a helpful workshop and had made several 
new friends. 

It was an Enjoyable Experience, 

Leon Brown 
R. 1 Box 72 
Maitland, Mo. 64466 

P.S. If at anytime I could be of any help to any of you, 
feel free to call. 
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Testlaony of 

Larry A. Werrles 

Director 

Illinois Departnent of Agriculture 

Nr. Chalman and distinguished aeabers of the Subconlttee on Conservation, 
Credit and Rural Developaent; I wish to thank you for the opportunity to 
appear before you today for the purpose of discussing the revltlllzatlon of 
rural Aaerlca. Hy naae Is Larry Werrles, and I aa Director of the Illinois 
Departnent of Agriculture, a capacity In which I have had the hqiKir of serving 
for nearly six and one-half years. I know you are aware of the radical 
changes which have occured In rural Aaerica In the 80s. As a director of a 
state Department of Agriculture and as a fanaer, I can tell you your concern 
with this Issue Is nuch appreciated. 

Illinois' leading Industry Is agriculture. Our natural resources base of 
More than 24 Million acres of fertile cropland conblned with excellent 
cIlMtIc conditions translate Into levels of production that are the envy of 
the world. Bustling rural communities brlmlng with small businesses and 
agricultural support Industries have provided the conerstone for the 
development of past successes In Illinois agriculture. However, a 
tallsplnning agricultural Industry has left Its mark on our rural coiammjnltles 
and threatens many with destruction If relief does not come soon. 

Thousands of Illinois farmers have left the land each year since the early 
1980' s. Machinery dealers... fertilizer businesses... rural banks... and 
countless other support Industries have closed their doors or consolidated 
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Into regional service units. In some cases, the net Impact on the 
productivity of the agricultural sector has been a leaner, more efficient 
system, however. In other areas the changes have handicapped producers, making 
It difficult to obtain competitively priced Inputs in a timely ittHner. 
Although this Is not a widespread problem now. It y/ery well could develop Into 
one If the decline In rural agricultural support Industries Is not reversed. 
As a farmer. It Is unsettling to think of facing Infrastructure problems even 
distantly approaching the nighmares experienced In the Soviet Union where land 
may lie Idle... not tilled or planted because a tractor broke down and no spare 
parts are available to make repairs. Worse yet, the crop could be potentially 
large, but It might rot In the field before repairs would be made to 
Ill-maintained harvest machines. 

We all know such a scenario Is unlikely In the U.S. given existing 
conditions, but I do not know if we can be certain such problems won't develop 
If the decline in rural agricultural support Industries proceeds unchecked. 

In addition to the threat of agricultural support decay In rural America, 
the extreme pressures generated from financial hardship have given birth to 
Increased social concern. Illinois has taken the initiative to assist In 
banding several special resources together for the purpose of assisting 
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troubled faniers and rural coMwnltles during this difficult transition 
period. The Illinois Departnent of Agriculture has been an active participant 
In the development of this support which Includes legal assistance, stress 
counseling and a variety of Infomatlon channels to facilitate ill&lstance 
efforts. Illinois' active role In these efforts have produced prograos that 
have been well -utilized. An example Is In the area of stress counseling where 
more than 2,000 cases were recorded In the first years of a crisis 
Intervention program funded through the Illinois Department of Agriculture for 
farmers and family members. More than 90 percent of these had not been helped 
by any other form of counseling prior to coming Into contact with the workers 
from the Farm Resources Center who operate this yiery Important effort. 

Simllarlly, statewide legal assistance and financial advisory programs 
have been heavily used. It Is not surprising to me that state resources have 
proven to be extremely successful in channeling help to the local conmunlty 
level. State governments tend to have assets and understanding to ensure 
complimentary rather than duplicative programs. 

Recognizing a state's yery Important role. Governor James Thonpson 
established the Task Force on the Future of Rural Illinois In March 1986. As 
a result of a yery hard 14 months of work on the part of the task force. 
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concerns voiced by citizens In rural Illinois are receiving attention. A 
Rural Fair Share Initiative has been fonaed, a permanent Rural Affairs Council 
within state governnent has been established, and countless suggestions 
regarding rural education, job training, and coMwnlty developne'iSCs are being 
heard. 

Having briefly pointed out the problem and some efforts underway In 
Illinois to address key components of rural decline, let me outline a few 
areas I think worthy of your consideration at the federal level. 

TECHNICAL ASSISTANCE — Most rural communities are governed by part-tint or 
volunteer leadership. In either case. It Is difficult for them to keep 
abreast of rapidly changing economic Influences. Professional guidance needs 
to be available to assist In the development of alternate business opportunles 
and uniform comnunlty development. Without such guidance, many communities 
are likely to self-destruct. 

MODERNIZATION GRANTS — Water and sewer system upgrades are still a problem 
for some. If there Is not a way to accomplish reasonable objectives for 
modernization, grants might be appropriate as the funding mechanism. Loan 
guarantees would also serve a useful purpose. I realize, as we approach these 
financially-related Issues, budgetary implications you may be considering will 
Influence the direction of these programs. 
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COMNUNICATIONS — We are living In an age of Infomatlon transfer, yet many 
rural systems are antiquated and could not possibly serve the needs of modern 
business. Upgraded systems would serve farmers and small conmunlty businesses 
by helping make them more competitive and efficient. 

DIVERSIFICATION — Traditional opportunities need not be totally discarded, 
however, strong efforts to seek out additional Income through diversification 
Into less traditional areas could serve to broaden the foundation of rural 
conpunltles. Knowledge of such potential would need outside Influence as the 
catalyst. An example would be efforts on the part of the Illinois Department 
of Agriculture domestic marketing staff to educate farmers as to the potential 
In growing poultry for an area packer In need of expanded production. State 
officials are In a key position In such efforts In that they have a close 
understanding of the potential markets and are also aware of potential hazards 
to avoid. 

LOCATION INCENTIVES — Certain businesses and Industry might be well-served by 
a rural comnunlty, yet may find It easier to pursue an urban location to 
narrow risk. Economic Incentives could dissolve negative Influences for 
business development In rural areas. 
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IN SUMMARY 



Rural conmunltles are unique. Though some characteristics may be similar, 
they each have distinctively different personalities which require Individual 
attention. Focus at the local level Is often yiery narrow, yet at the federal 
level. It becomes too broad. Rural revltallzatlon Is unquestionably an area 
where strong state leadership and direction supported by federal funding Is by 
far the most likely to succeed. 

There Is not time available to ponder the ramifications of failure to act 
to revive rural conmunltles across the nation. The support Industries which 
have made this country's agriculture the envy of the world, cannot be 
reinstated overnight should they fall out of circulation. The spirit and 
Independence of the rural entrepreneur were the driving forces behind the 
founders of this country. That Is not easily extlnqulshed, but once It Is 
out. It Is certainly not easily rekindled. I urge your continued perseverance 
In seeking solutions to this yitry Important challenge of our heartland. Thank 
you. 
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Testlaony of 

Jay R. Hedges 

Director 
Illinois Departaent of Coawrce and Co«Mn1ty Affairs 

Mr. Chairman and MMbers of the House Subcomlttee on Conservation, Credit 
and Rural Developnent; It Is a great pleasure for m to appear before you 
today to discuss rural developnent. Hy nane Is «)«y Hedges, I an Director of 
the Illinois Department of Coawrce and CoMMjnIty Affairs. I am pleased that 
the House Subconilttee on C on s erv at ion , C r ed i t and ~R u r a1 Devt|j g p n B ntii»s 
chosen to play a leadership role In rural developments This mopn4ii9, I would 
like to share with you the role of the Illinois Department of Coawrce and 
Coimunlty Affairs In rural development. Information on the nature of rural 
Illinois, and suggestions about how the federal government can help. 

The Department of Coawrce and Coaminlty Affairs IIXXA) was"esta1>T1shed as 
the primary agency to promote comainlty and economic development in Illinois. 
The department serves as the central source of Information and assistance for 
businesses and local governments In the state. The primary responsibilities 
of the agency are to ensure economic stability, enhance business prosperity, 
and Increase employment and employment opportunities. 

Numerous specific programs are being used to assist Illinois comajnltles 
to prepare themselves for coawrclal and Industrial development. The 
department runs the large CdamfnUy Service Block Grant, the~ComMjn1ty~~ 
Development Block Grant and the Job Training Partnership Act. With state 
revenues, DCCA provides business financing capital, employee training, 
government contract procurement assistance, business management assistance, 
and numerous other resources. Our agency also undertakes tourism promotion, 
operates the Office of Films, and runs the international trade promotion 
efforts in Illinois. 
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Many of DCCAs programs are targeted to assist the staters ^malY business. 
In Illinois small businesses employ about half of the state's workforce, 
contribute 42 percent of sales, and generate 38 percent of the gross state 
product. Small firms are on the cutting edge of Innovation, providing 
products. Ideas, and opportunities for the future. ^.,„ 

The Department of Coawrce and CoMunlty Affairs Is also unique In that we 
have developed a statewide marketing network to help firms Identify and gain 
access to local, state, and federal economic development programs. This 
network of professional staff and Informational resources help to assure the 
success of local economic development projects. 

As a result of DCCAs efforts In FY 86, 42,240 Jobs were created or 
retained; over 170 new and expanding manufacturing plants were assisted; and 
numerous business prospect tours were given. 

With respect to economic development assistance, the Department of 
Coawrce and Co«mjn1ty Affairs manages several Important programs. Our 
financial programs operate In concert with private lending sources and our 
management and technical assistance programs are delivered at the local level 
by service organizations that are heavily Involved In conmunlty development. 

BUSINESS FINANCE 

Briefly, some of DCCAs programs Include: 

The Fixed Rate Financing Loan Program Is nationally unique. The fund 
combines the Small Business Administration's 7a loans with low Interest state 
funds. The fund provides long-term, fixed-rate financing to Illinois 
coii|)an1es, creating new employment opportunities for low- to moderate- Income 
workers. 
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The Business Innovatlow -PregrMM ind Equity Invesfent Fund a re egjiHiL 
financing prograns geared toward the developiient and coawrclallzatlon of new 
Ideas and technologies for young coii|)an1es. 

The state-financed Siall Business Developiient Progran which Is a part of 
Build Illinois offers low-Interest direct loans for up to 2S j^TtCBnt of the 

cost of a business retention or expansion jrQject,Jja_coopeKation with privat e 

sector lenders. 

The Large Business Development Prograw j?f f ers financing to-large 
businesses locating In Illinois or-for atrexpanstonnor retention of an 
existing large Illinois fira. 

The CowBunlty Developnient Assistance Program .awards .flranta-tO-CorBnyA^tJes--^ 
through a funded quarterly coii|)et1t1ve cycle for development opportunities. 
The coHnunltles then usually make loans to businesses at reduced Interest 
rates or use funds for Infrastructure iMprovenent. 

SHALL BUSINESS MANAGEMENT ASSISTANCE 

The department runs programs offering small business management counseling 
and training assistance for new and ongoing business owners and a statewide 
technology coawrclallzatlon assistance program. 

Small Business Development Centers (SBDCs), eight of which are located 
throughout rural Illinois, hold Inttructiona workshops or provide counseling 
on specific business Issues such as financing, marketing, procurement 
opportunities, production, business organization, etc. Ten of the state's 
SBDCs offer specific self -employment or entrepreneurship training programs. 
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Technology Cowreerclallzation Centers offer technology research and product 
coRinerclallzatlon analysis. This Is available through 12 of the state's major 
research universities and federal labs, seven of which are located In rural 
areas. 

COMMUNITY DEVELOPMENT 

The Department of Connerce and Community Affairs administers significant 
resource programs designed to assist local governments and communities 1n 
economic development activities. 

Job Training Services — The department administers job training programs 
In 26 regions which help to cover the employee training costs for businesses. 

The Illinois Enterprise Zone Program stimulates -economic^ ^owth-aT!d/t)r 
neighborhood revltallzatlon In 49 areas or zones of the state Including 
fifteen In rural cities. Commercial or Industrial firms which locate or 
expand In an enterprise zone can benefit from property tax abatements, a 
one-half percent Investment tax credit, an exemption from the state sales tax, 
a $500 tax credit for new workers hired and other Incentives. 

The 'Build 1111 no is" Infrastructure Assistance Prograffi helps DCCA make 
grants or loans for access roads, sewers, utility hook-ups, or other 
infrastructure which contributes to economic development. 

Tax Increment Financing (TIF) — Almost 100 communities In Illinois use 
Incremental property and sales taxes to finance the costs of publicly provided 
project Improvements needed to help Induce private redevelopment. 
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Industrial Revenue Bonds (IRBs) — Illinois Issued «ore than $850 .nil lion 
In Industrial revenue bonds In 1985 to help Industrial flms locating and/or 
expanding In the state which reduced their Interest rate on borrowed funds. 

The Property Tax Abatement Progran allows any taxing district In Illinois 
to make available a property tax abatement which can be used ^j^,, help attract 
an Industrial or cowaerclal^lrm-oi^ -to -ex pa n d an exi stin g Industrial i)r -^- 
conmerclal operation. 

ILLINOIS RURAL ECONOMY 

Even with all these resources, OCCA Is not able to adequately meet "the 
needs of our rural citizens. Illinois' rural economy Is In transition, 
causing a need to direct additional financial and technical assistance into 
the state's rural areas — like other states are doing. 
Let me share with you some facts that dramatize the situation. 

Notwithstanding the fact that Illinois Is home to the third largest urban 
area in the U.S. (Chicago area), Illinois is largely a rural state. Almost 80 
percent of the counties in Illinois are non urban and do not have a 
central city of 20,000 population or more within their borders. Almost 50 
percent of the counties in the state have a total population of less than 
20,000. 

Industry in rural Illinois consists primarily of agriculture (grain and 
livestock) but also includes mining, manufacturing, and retail Industries. 
The agricultural industry in Illinois is a major economic component of the 
gross state product. 
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within the agricultural econ<Mi|y» grain crops are a Mjor product. . Com 
and soybeans coimand the aost acres In Illinois. Wheat and oats have been the 
main secondary grain crops In Illinois coii|)r1s1ng six percent of fam 
production. A second mjor part of Illinois* agricultural Industry Is 
livestock. The state's pork production Js-^pproxiflately-^doub^-that of 
-cattle. The economic liiyact'Of "tl veitbdOJ'JRiRstantlal , - repre se n ti ng^ 



percent of total fam cash 4f»coiie. - - - 

In the last five years, exports iof Illinois feed grain products liaVe ~ - 
declined. In this same period, Illinois has dropped from second to third In 
value per state of total agricultural exports In our" Mtlort." Stire 
agricultural statistics show -def4cU-4Peturns-for-cest-ef -produ€t4o n for pork - - 
and grain products over the last few years. In fact, returns on hog 
production have been negative In six of the last seven years. 

Illinois' rural area poverty Is a reflection of the economic distress In 
rural America. In one-half of Illinois' rural counties, more than 12 percent 
of the population have Incomes falling below the poverty level, and two 
counties have double the national average of low-Income with over 24 percent 
of their population falling below the poverty levels. 

The unemployment rates are relatively high In Illinois' rural counties. 
Unemployment rates have Increased In rural Illinois. The January 1987 average 
unemployment rate for rural counties In Illinois Is over 14 percent. 

Farming, however. Is not the only rural Industry to be affected. 
Employment In the mining Industry declined by over nine percent In the past 
year, and personal Income derived from mining Is expected to drop more than 15 
percent. These Individuals will also be seeking new ways to support 
themselves and perhaps new places to live. One-fifth of Illinois' rural 
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counties are dependent on manufacturing as a main source of Income. As this 
Industrial component, the manufacturing base* shifts production or Improves 
efficiency, more rural jobs are displaced. 

Like other states, the coMMnltles of rural Illinois have also seen a 

change In the popuUtlon base, hicreased farm ^roduct4v4ty ai[i(f„-4f»creased 

employment opportunities In urbanized areas In the last 20 years have led to a 
major shift of population from -rural to urban areas. In the past 
quarter-century (since 1960), over 44 percent of the farm population left 
their farms and moved to other areas. In the last five years, larger numbers 
of Individuals are moving back to rural areas even though they work In an 
urban center. 

The shift of rural citizens Is creating more regionalized communities. 
More and more of the personal services, retail Industries and Interstate 
transportation facilities are disbursed throughout a multi-county region. In 
many cases rural residents must travel many miles to receive needed medical 
attention, purchase the products they desire or connect with both air and 
ground transportation. 

While there are rural problems, there fs atsb a^od deal ofTural 

stabilization and strength. The positive mental attitude of rural Individuals 
Is promoting an Increased willingness to do what Is necessary to help change 
the economic conditions of rural Illinois. Economic changes are evidenced by 
an Increasing number of auto suppliers bringing new employment opportunities 
to rural areas. Value added agricultural processing facilities are providing 
new uses for Illinois crops and stabilizing production costs which presents an 
encouraging future. 
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ILLINOIS RURAL ASSISTANCE EFFORTS 

Illinois has not been unconcerned ^Ith the needs of our rural areas. In 
the last several years, more and nore specific steps are being taken to 
preserve the special character of Illinois^ rural areas. 

;-H11no1s, In Its efforts to assist rural areas and conb^.,the problems 

Mhlch these areas face, ha» developed ♦-i^lde^-range <>f -responses. ~ 

RURAL REVITALIZATION EFFORT 

In 1985, Illinois created the Farmer Service Delivery System to address 
some of the specific needs of rural coMwnJtles. This effort served to 
redouble existing state resources ~and specifically target state services to 
rural areas. Components of the service delivery system initiative Include: 

The Agricultural Family Assistance Program , which assists farmers 
experiencing a stressful situation (such as family unemployment, legal 
problems, financial crises, farm foreclosures, fete.) by directing^ them to 
those who deliver the appropriate services. Through the nine state regions 
designated by the University of Illinois, Agriculture Extension agents and 
Home Economics Extension agents Identify farmers In stress situations and 
refer them to a program that could help them. 

The Illinois Farm Legal Assistance Foundation , which assists Illinois 
farmers In acquiring legal help. Farmers In need of legal assistance receive 
one hour of a participating attorney's time free of charge and pay only $5 per 
hour for the next six hours of legal work. Terms for legal services beyond 
the initial seven hours will be arranged between the farmer and his or her 
lawyer. To qualify for the program, an Illinois farmer must derive at least 
60 percent of his or her Income from farming and must have a debt to asset 
ratio of more than 50 percent. 
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The Rural Route Proflram advUe* -^anMrs^iiho liave^-f4iiaiic4a4-prob1ei9$ In — 
relation to their faming operation. Ag advisors make Individual visits to 
fam fannies and can help prepare fanlly living budgets* production budgets 
and break-even analyses to nap out a strategy to reiMln solvent. 

A Fam Resource Center Is a ^ress rW center -for tlie fanp^jpopuUtlon^ 

Outreach counselors located 1n^ach-t>f the nine Ag regions are experts In 
stress counseling, and handle all. referrals either i^ giving direct service or 
by helping the client get needed service through a local nental health center. 

The Dtslocated Farther Service Center Is operated through ten coMMnlty 
colleges In Illinois; this prograii delivers enploynent training or re-training 
to dislocated workers. Farmers Mho are foreclosing their operation or those 
who have been out of faming for a long period of tine and have ^ot found 
suitable enploynent could be eligible for these services. 
TASK FORCE ON THE FUTURE OF RURAL ILLINOIS 

On March 20, 1986, Governor Thonpson announced the fomatlon of the Task 
Force on the Future of Rural Illinois. Led by Lieutenant Governor Ryan, the 
Rural Task Force nettbers held 22 public hearings and visited nore than 115 
cities to listen to the concerns, views, end problens of snail town citizens. 
Major recoimendatlons of the Task Force Include: 

Maintain the Rural Enphasls . This has led to the creation of the Rural 
Fair Share Initiative, a pemanent Rural Affairs Council within state 
governnent, and the Illinois Institute for Rural Affairs. 

Bolster the Rural Economy . The Task Force has urged the state to expand 
Its exporting efforts; help Increase value added processing; continue to 
address rural Infrastructure problens; and pronote rural tourlsn opportunities. 
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strengthen Local Governwent . The Task Force urged the General As$eirt)1y to 
eliminate the practice of passing state mandates without providing for 
appropriate financing. In addition, the Task Force recoawnded that the 
continued reliance on local property taxes as the primary source of financing 
local schools should be reduced. — And #4iiallyr the Depirtment .j^f Gemmeree-^nd-- 
CoHimjnlty Affairs was encoursged-ta help hscal 4e4ders develop the abfHty ^-; 
best handle their responsibilities, which are growing more coii|)lex. 

Irrprove Education and Human Resources . The Task Force found a need for 
creative approaches by rural schools to Improve their quality of education — 
for example, through teacher and program sharing. The Task Force also 
recoimends that state health and social service agencies Improve their 
services, possibly by Increasing outreach and home care services. Finally, 
the Task Force called upon rural health care systems to form cooperative 
ventures to bring down costSv Improve -qua4 Ity, and ensure timely -services. 

INVESTMENTS NEEDED IN RURAL AREAS 

Using Innovative programs designed for farmers and rural residents, the 

federal government should directufiew. financing Into the rural areas of each 

state. Financing Is a critical component of economic development and 

diversification for rural areas. In addition to the federal funds, private 

Investments must also be leveraged and directed to rural areas. 

The federal government should join state and local efforts to encourage 

capital Investment In rural America. For example, banking regulations often 

create barriers to the flow of capital to the opportunities available In rural 

areas. Bank regulators have to classify risky loans In order to protect 

depositors, but Inadvertently this makes It expensive for banks to lend to 

smaller and newer enterprises and to continue Investments In farm production. 
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The GUss-Steagall Act re<iirTf^$~tRat banks^^annat make equitjr fn vestments; 
which denies small firms a stable source of funds. The result Is that banks 
are not encouraged to actively seek new customers and because of the small 
return on agricultural Investments and the Tow Individual loan limits of rural 

banks* many private Tenders -are-rt4uGtaiit to 1nvest^-4w-niraT^ / )ipi ^ r 1ca. 

NONPROFIT NATION/M. CORPORATIONS - 

I would encourage you to Took for Innovative ways to provide fltianclng ~ 
assistance to ruraT America. For example. Congress estabTlshed the new 
USDA/FmHA Financing Program (Nonprofit NatlonaT Corporations Loan aiid Grant i 
program), which wITT provide up to $20 ml TT Ion of guarantee authority and 
$T4.5 mITTIon of technlcaT and grant assistance to ruraT America for 

deveTopment purposes. I am pTeased thal.ITTInols has.been-chosen to 

participate In this new program. For this program to be successfuT, some 
administrative fTexIblTlty Is needed. Interest rates shouTd be sImlTar to 
those aT Towed by the SBA Guaranteed Loan programs. AT so It wouTd be 
preferabTe If the federaT guarantee wouTd cover 85 percent of the Toan and not 
the 80 percent. Increased fTexIblTlty over the form of the guaranteed bank 

note Is needed because of ITTInois* -six separate state banking regions^ 

FInaTTy, as ITTInois begins to quaTIfy projects for financing, state and 
federaT government must be sensitive to the timing needs of each project. 
ITTInois normal Ty processes Its state coii|)an1on Toan appTlcatlons In four 
weeks, and wouTd hope a sImlTar time frame Is used by the Farmers Home 
Administration (FmHA) for Its InformatlonaT review. 

It Is Important that federaT assistance be fTexIbTe — Toan guarantees, 
direct Toans, grants or other forms of financing are needed and shouTd be 
managed by the state and TocaT governments to ensure maximum effectiveness. 
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Illinois' Nonprofit National Finance Corporations Loan and Grant Progran 
efforts, for exaMple, will be targeted for rural developoent «*-lMprov1ng 
business, Industry, and employment In rural areas. These strategies Include 
stimulating private financing of small businesses or self-employed operations; 
financing traditional manufacturing and Industry whicli are to^^ located 1n 
rural areas and promoting agricultural diversification or value addod— 
processing of Illinois' agricultural products. These targeted Investment 
activities are consistent with the national purpose of the Nonprofit National 
Finance Corporation program and also meet the State of Illinois' needs. 

State and federal funds are needed to finance revolving loan funds for 
displaced farm workers seeking to develop their own small business or trade In 
order to make a living. Financing new small firms In rural areas provides 
displaced farmers an opportunity to use their technical skills In a new 
business pursuit. These businesses can sometimes be operated out of the home 
and often require financing under $25,000 In order to become capitalized. The 
most appropriate type of financing for such firms Is from a revolving loan 
fund, financed In part by Farmers Home Administration funds and by state funds. 

Additional financing for more traditional business and Industrial 
expansions In rural areas would offer job opportunities to displaced farmers 
and supplement the agricultural sources of rural family Income. Financing In 
the form of FmHA guarantees, direct state loans, and private assistance should 
be available based on the particular financing gap experienced by the firm. 

Adding new value to farm products Is an additional method to promote rural 
development. This strategy further serves to diversify rural economies from 
sources other than cash grain, e.g., corn or soybeans. Example of these types 
of concerns might Include comnerclal and value added agri-businesses, such as 
alfalfa processing, ethanol production, egg breaking, meat processing, etc. 
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TECHNICAL ASSISTANCE NEEDS 

The federal governaent can also assist states In providing the nuch needed 
management and technical assistance to rural Individuals and communities. 
Funds are needed to train coMwnlty leaders In rural areas — to help them 
carry out their many Important re*por»stb*Mt+esr flwrt} comoi^ijlty^irfflclils 
are often part-time and lack the time to develop the needed expertise. There 
Is a need to understand complex federal regulations and standards; handle the 
problems associated with a dispersed community; and ^nf«r M P a r ity with today* t 
more sophisticated economic development financing programs. 

The missing link In many rural development projects Is more and better 
technical assistance. Large cotmunltles have available resources to contract 
with firms or hire staff for such assistance. The smaller rural community, 
however, needs a no- or low-cost source of staff or expertise which can 
Identify programs, regulations and procedures which are essential to the 
comnunlty's development efforts. Federal support Is needed for this technical 
assistance and can be provided through state development agencies. Technical 
assistance directed to coninunltles must Include — Identification of 
alternative agricultural and-rurat^nterpflse production options, feasibility 
studies, market-based studies, engineering reviews, production analyses, 
suggestions for alternative non-production land uses, business management 
counseling and training programs, and entrepreneurial or self -employment 
training and similar efforts. 

CONCLUSION 
The Department of Coninerce and Coamunlty Affairs will continue Its efforts 
to Increase economic and employment opportunities. 
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Using the proven strategies of a stable tax c1iiiiate» bus1ne~s1i~1oaos and" 
technical support, and access to other types of financing, DCCA iMproves the 
growth opportunities for Illinois ^Ims; This 1s an 1ii|>ortant part of 
revitalizing the economic base of all areas of the state. 

Assistance, both financial -»n4- techftl^Tr-^esseii Uri "to-^j^-dev elopii»^ 
of rural areas. The key factor, however, that will tie the resources~together ~ 
Is a working partnership between t^ federal, stat« and local governments and 
the private sector. Only through a joint effort can the revltallzation of 
rural areas become a reality. 

I conmend you for holding these hearings and thank you for the opportunity 
to speak. 
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Te8ti«>ny of Jla Hall 



Governor's Office 
State of Tennessee 



I would like to begin by sunnarlzlng soae of the findings fron a recent study 
prepared by Tennessee's Advisory Coanission on Intergovemaental Relations. 

o Tennessee's unenploynent rate has been consistently higher than the U.S. 
since 1979. 

o Rural areas experience higher uneaploynent and greater instability in 
unemployment rates than urban areas. 

o Nearly one-third of Tennessee's counties are historically and persistently 
poor. 

o There is a strong relationship between income and level of educational 

attainment; only 39 percent of the adult population of the poorest counties 
finished high school compared to 58 percent of the richest counties. 

o Poor counties are mostly rural. 

o Metro areas have higher incomes; higher levels of educational attainment; 
higher growth rates in population, sales tax collections, and per capita 
incomes; lower unemployment; and rank higher overall in both the growth 
index and economic health index. 

o Non-metro areas have 34 percent of their work forces employed in 

manufacturing compared to 20 percent for metro areas, therefore, the recent 
losses in manufacturing Jobs have had a greater Impact on non-metro (and 
hence, poorer) areas. 
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The problems that Tennessee has are Increased by the disparity between the 
urban and rural areas of the state. The major cities are close to or above the 
national average in per capita income. The latest statistics produced by the 
U. S. Bureau of Economic Analysis show that only two counties had a per capita 
income above the national average. Both of these counties are in the Nashville 
metropolitan area. When the state's metropolitan areas are taken as a whole, they 
had a per capita income 78Z of the national average. This is in sharp contrast to 
the 642 for nonmetropolitan areas. Additionally, seven rural counties had a per 
capita income less than half the national average, while another 34 countries had 
per capita incomes between half and two-thirds the national average. 

According to a study by the U. S. Department of Agriculture, Tennessee has 27 
counties that are classified as areas with "still persistently low-income" (SPLI) . 
About two-thirds of these counties are located in the Appalachian region of middle 
and east Tennessee and are concentrated along the Kentucky border; the remainder 
are in west Tennessee. 

There is a close relationship between the urban/rural nature of a county and 
the income level. The greater the percentage of a county's population that is 
rural, the lower the per capita income. This tendency holds true for the SPLI 
counties: all 27 counties have at least half their respective populations classified 
as rural; 15 of the 27 counties are as 100 percent rural. 

One indication of the dilemma faced by these low income counties is revealed 
by a comparison of the relative income level with educational attainment. A 
recent study has shown that 15 of the lowest income counties also have the lowest 
educational attainment. In addition to the relationship between education and 
income, there is also a strong relationship between education and unemployment: 
the higher the unemployment rate, the lower the educational level. 
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Other signs of the dispsrity between the urban «nd rural areas of the state 
are the level of uneoploynent and the eoployaent growth patterns. The nonaetropoli- 
tan area Uneaploynent rates have been consistently higher than aetropolitan rates 
since 1973. In 1985 > the aetropolitan areas had an annual average uncaployaent 
rate of 6.3Z» while the □oTUKtropolliaTi areas' uneaployaent rate was 11. 4Z. 

A slowing down of eoployaent growth occurred before the 1980 recession and 
may be related to the exportation of aanufacturing jobs and the chronic problems 
of American agriculture. The post-war growth of manufacturing (particularly 
non-durable manufacturing) in rural Tennessee probably sustained small family 
farming by providing alternative and supplementary employment for farm families. 
The simultaneous decline of aanufacturlag and farming has contributed significantly 
to higher levels of employment in many rural areas. Moreover, persons whose job 
skills are limited to farming and traditional manufacturing will experience 
limited reemployment opportunities except in low wage service jobs. 

Current growth patterns are increasing the disparity between urban and rural 
areas. Employment in urban areas increased 5.7Z from 1980 to 1985 and 2.8Z in 
rural areas. During this time period, most of the counties in Tennessee that 
experienced rapid employment growth were in middle and east Tennessee. The 
largest concentration of low employment growth counties were west of the Nashville 
metropolitan area. Most of the counties that experienced employment losses also 
experienced losses in manufacturing employment. The concentration of job losses 
in manufacturing that occurred in the rural counties of upper west Tennessee were 
primarily in the nondurable goods industries, those hit by foreign competition. 

In manufacturing, jobs reached an all-time high in 1979 then declined drasti- 
cally and have not returned to the 1979 level. Although there was a short-term 
upward trend in 1983, jobs decreased again during 1984. As a result of recent 
slow employment growth trends, 52 Tennessee counties (47 in nonmetro areas) had 
greater than lOZ unemployment in 1985, compared to a national average of 7.2Z and 
a state average of 8.0Z. 
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Because of the lack of employaent opportunities in rural areas aany people 
are forced to move to urban areas or comaute long distances for work. Without 
sufficient employment opportunities in our state's rural areas, many of the 
communities in theses areas will not be able to survive. 

To correct these long term problems a new approach to economic development is 
needed in Tennessee, especially in rural areas where unemployment has remained 
high and income low. Little thought has been given to what type of infrastructure 
would best suit a small community. Even less consideration has been given to what 
type of industry should be recruited or business development assistance provided. 
Expensive investments have been made for water and sewer lines, rail spurs, access 
roads and industrial spec buildings and property, only to recruit companies that 
produce non-durable manufactured goods. The result has been apparel and textile 
industries dominating Tennessee's rural economy. Now, widespread plant closings 
have left many coonunities with few Jobs, low skill levels among workers, and 
little hope. 

To solve these problems, a cooperative effort between the state and federal 
governments will be needed. In Tennessee, we have developed several programs that 
we feel will aid in the economic development of the state. First, we have initiated 
a venture capital program to assist in the start-up of new industries. Second, we 
have implemented a better schools program to improve teacher pay and increase the 
quality of elementary and secondary education. Third, we have started a massive 
road improvement and construction program that will improve access to the rural 
areas of the state. Fourth, we will be implementing a housing program to make it 
possible for low income families to have access to decent housing. Fifth, we will 
be implementing an indigent care program to Insure that low income persons will 
not be denied access to the health care system. Sixth, we will be preparing a 95 
county job plan to coordinate all of the state's development programs and to serve 
as a guide for the formulation of economic policy. 
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One of the aost important parts of our econonlc developaent initiatives will 
be a series of cabinet aeetinga that our Governor will be holding across the 
state. The purpose of these neetings will be to learn what Tennesseans are 
concerned about and focus our state programs to address those concerns. 

From the federal level we would like to see support for rural development in 
the form of programs to assist the small businesses. One area where assistance is 
needed is in the financing of new businesses operating expenditures. A program 
that would provide support during the crucial startup period would insure that 
more small businesses survive and continue to provide much needed eiiq[>loyment in 
rural areas. 

To summarize > the primary problem that we face in Tennessee is one of uneven 
economic growth across the state. The challenge we face is to manage growth in 
areas that are doing well and stimulate growth in the areas that are not. 
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STATDIOrr EV ALICEa^MN WQHLBRDCX, GN BEHMiF GF IHE tATIONAL ASSOCIATION OF OEVELOFHEMT 
ORGANIZATIONS (NADO) , BEEX)RE THE SOBOGMUTTEE ON OONSEBVATION, CREDIT, AND RURAL 
DEVELOPMENT OF IHE COMUTTEE GN AGRICGLTORE, UNITED STATES HDUSE GF BEPRESQITATIVES, 
MAY 19, 1987 



Mr. Qiainnan, roenters of the Subcomnittee on Conservation, Credit, and Rural 
DevelopDoent I ant Aliceann Wohlbruck, Executive Director of the National Association of 
Developnent Organizations (NADO). 

I would like to thank you M:. Qiainnan and the ranking minority meniser Mr. 
Coleman for inviting NADO to be represented at these hearings today. Our menbers are 
aware of your leadership in gaining better understanding of the needs and problems 
faced by rural canmmities. We are grateful for the opportunity to cament on the 
problems facing rural oomnunities and the rural developnent legislation pending before 
the SubcoRinittee. We offer our association's assistance as you refine the bills and 
gain passage of tiiem. 

NATIONAL ASSOCIATION OP CEVELOPMBir ORGANIZATIONS 

NADO was founded in 1967 by a qrovip of economic developoMnt districts to 
encourage the creation and retention of jobs in rural and anall metropolitan areas. 
Today our menbers are multi-oounty planning and developtnent organizations and other 
state and local agencies which help local governnaaits and the private sector work 
together on business, comDounity, econcmic and rural developnent programs. With a 
anall Washington staff and a strong grassroots network NADO carries out a nuonber of 
information, training and service functions. 

Among our members are the Southwest Tennessee Developnent District whose 
Executive Director George Boyd serves on the NADO Board and the Green Hills Regional 
Planning Conmission whose Executive Director Michael Johns serves as NADO Secretary. 

DEVELOPMair DISTRICTS 

For thousands of coranunities, devel(^inent district staffs provide the only 
professional assistance to gov^nments, businesses and citizens in tiie field of 
economic developnent. By working cooperatively through developnent districts, local 
gov^nments and tiie private sector can maintain and create jobs with a mininun of 
control from Washington and maximun local participation. Developnent districts have 
become an essential part of the "institutional infrastructure" in much of rural 
ilmerica. 

For sooall metropolitan and rural oomtnunities, tiie Farmers Home Adhninistration 
(EtnHA) non-faxm programs. Economic Developnent Administration (EDA) , Appalachian 
Regional Conmission (ARC) , and anall Business Administration (S8A) are the federal 
developnent programs which have been of the greatest value. 
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BOOMOMIC OOMDITIOIB WMCI WIDELY 

NADO's roeoDbers serve rural and anall metropolitan areas across the country. 
In the areas where our manbers «#ork, they are concerned about the econcmic well-being 
of a substate region rather than a single jurisdiction. If a rural (or urban) area's 
econony is depressed and its resources are under- utilized, the entire country should 
be concerned and efforts should be made to help people to iinprove their situation. 
Over the past 20 years the professional staff of regional organizations has helped 
local people to create jobs by making public investments v4iich encourage private 
investment. 

DISTRICTS PROVIDB ASSISTAHCE TO a9dL BOSINESS THROUGH SBA PROGAMS 

One example of how districts serve as a developnent resource is our 
involvement in the SBA Section 503/504 program. Approximately half of the Snail 
Business Administration's Section 503/504 Certified Development Conpanies were 
established on a regional basis by development districts. By using the 503/504 
program, many aooall businesses have been able to obtain guaranteed loans for fixed 
asset financing in combination with private funding, without the institutional 
infrastructure established by H3A, certified developnent conpany financing would not 
be available in anall metropolitan and rural areas. 

RURAL BJONOMIC DEPRESSIOW 

I would like the subcomnittee to consider the particular problenns which 
continue to be faced by many rural areas and anall cities. 

"Hie general economic recovery of the past several years has bypassed many 
rural areas. In each region of the country, the metropolitan areas are outperfonning 
the rural areas. Preliminary results of a survey done by tiie Appalachian Regional 
Connission on the econonic conditions of all of the nation's counties from 1970 to the 
mid-1980 's show that a two-tier economy is develqping. Itieir study ^ows that the 
economies of a large nuonber of counties extending from Canada to the Gulf of Mexico 
are performing poorly. "Aie udsan areas of the East and West and some areas in the 
South are enjoying economic prosperity, but rural areas in the same regions are not 
faring as well. 

Some of the findings in the study include: 

* It is evident that the benefits of the recovery and prosperity in the United 
States are not being enjoyed to the same extent in all areas of the country. 
Some regions are clearly widowed with a higher nuonber of better-perfoiming 
counties than are other regions. 

* In each region of the country, the metropolitan areas are outperfoxming the 
rural areas. "Hie decade of the seventies saw a short-lived surge in growth in 
rural counties and anall towns, v4iich was a reversal of the fann-to-city 
movement that started at the beginning of the century. By 1980 the trend 
reversed and outmigration from rural areas was again the norm. 

* "Hie effect of the decline in manufacturing enployroent in the U.S. is 
markedly evident. Areas that depended on traditional manufacturing have been 
shaken by the dwindling relative role of manufacturing as an employer in the 
U.S. economy. 
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* Those areas that are still heavily dapendent en textiles, apparel, shoes and 
wood products as a source of manufacturing growth are losing out. 

In addition to the pcobl«BS identified in the ARC study, there are serious 
problMBS in many of the extractive industries such as mining, tiinber and fishing which 
are located in rural areas. Except for pcecious and strategic minerals, the mining 
industries throughout the country are having major probl«BS. In the tiinber industry 
eoBployment has been lost b e c a u s e of mechanization and import competition. 

The growth of the service economy is also bad news for rural areas. Both 
business and personal services depend on large nunbers of businesses and people as 
customers. Professional service providers depend on stat«Hof-the art coooiunlcations 
and good tran^)ortation. One of the results of deregulation for rural areas is the 
loes of airline service and inadequate systans for high-technology tranoeission by 
rural telephone companies. 

Experts say that there is a rural economic crisis in all but 20 to 25 percent 
of nonnetropolitan counties. Rural areas that are prospering include resort and 
retiremsnt areas that are enjoying an inflow of private and govornmvit pension and 
Social Security money. 

Recently the madia have reported a renewed optimism in the Farm Belt because 
of rising ccmnodity prices, more fannland being sold and an apparent plateau in farm 
dabt. However, The well Street Journal in a May 11 article headlined "Earm Optimism 
Rises, but Mbes Par slit* pointed out that the probl«BS are not ova:: 

But the recovery is largely a government-funded mirage. Fannland prices in 
roost regions are still sliding, and the nation's two largest farm lenders are 
still holding foreclosed acreage the size of Hawaii off the market for fear of 
worsening the skid. Farm failurea in parts of the Midwest are still running 
at 2.7%, down only slightly from the disruptive rates of the past two years. 
And perhaps most important, governmvit farm spending, projected at nearly $26 
billion this year, is holding steady at levels far off the historical charts. 

THE HEED FOR FEDERAL DiVESTMnirS IN PeVELOPMBiT IN RDRAL AMERIQi 

Ne believe that the fiaderal governmnt has a responsiblity to encourage, in 
fact to foster, economic develc^nent and economic diversification in rural and urban 
areas. Not all coamunitles are equally endowed with economic reeources and the 
effects of broad macro-economic polldea do not fall evenly acroes the land. Many big 
cities and major metropolitan areas are now experiencing an urban revival thanks in 
part to federal investnents through programs like the Camunity Developnant Block 
Grant and Urban Development Action Grant programs. 

For mnall metropolitan and rural communities EDA is the federal developnant 
program that has been of the greatest value because of the types of assistance that it 
makes available for planning, technical assistance, public works and revolving loan 
funds. Ne are pleased to see similar types of assistance would be made available 
through the Department of Agriculture under Mr. Jones and Mr. Colooan's bills. 
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Ttw federal funds which are pcovidad by Wk, are inyaetaantB ivtuming tax 
revenues^ not one-Bhot ekpenditurefi. EDA dollars >ielp rural areas c:TnBt« jdba, 
m^nQve IncciDes aid leverage private sector fiinds. \^ ^ire pleased that mAi although 
much reduced In the past eeven yeue, is now focusing more o{ their conaining funds in 
rural areas. HOMev^c it is cl^r to us that such more chdn tr» njrrent $200 million 
in the total £DA budget will be required to halt the economic deterioration in many of 
our nation's rural ocnnunities. 

FglEFAL CeyEI^PKPfr PBOCgiWS FOR faTOJ. ME^S QtagTICAJXY REDUCH3 

rederal grant and loan prog tans of oonAlderable concern to NADO toBSbera were 
cut by 61 peccent frcra 19B0 to 1997. itie Beagan adbiniitrst ion's fiscal 199S budget 
wDLild bring the reduction since 19BQ to 67 5 percent. Nearly one-third of the 
rediiction frcm 19^0 to L4d7 vas the teminatiflci of General Revenue Sharing but the 
reat of the cut uaa :^]cead enong many 3ik4ller progrems* "fhe fact ia that the 
Adninifltratioiii and the QQfigreaB have eliminated ecine progr^ia diij severely curtailed 
othefSj including ETA^ ARC and FWh* Attached te ttiia testljuony la a chart shoving 
the dramatic decline in fiitidirig for ruial devslopti^it prograns since 19^0, ITie l3Sa 
oolunn diows what has been requested by Freaident Reagan for the ooning fiscal year. 

EEft, MC, MP FWHft PRQgWg ARE MOST IHKBnUfT TO fBLrBM. AMRlCa 

A KWO ataXf eKanl nation of the flow of federal fuida to localities fbr 
infiastriictute- related lurpoaes reveals the uifKiEtaiice of Eicnnciiilc: Develcfinvit 
i^Vc^inistration (SAj , Appdladhian regional CCBntiftslon (AiC) , and r^oneis Hone 
Afininiatration (FhtMA) nonfflnn pzoqzatm to rural Araerica» in the h^ke of the 
tennination of Qeneral nevenue Sharing « rural raimuiities are facing continuing 
threats to fedecal aid foE infrdflttucture-relatad fuictiona in^oftant to their 
economic future* Sane wouldn^be federal budget cutbere and policy arbiters would 
eliminate EDAr AfCr ^nd FtnHA nonfam rural develapn^it progranta and reduce bath 
COnmumity Dovelopsent Block Granta {COBG} and ErtvlronRicntial Protection agency (EPA) 
w^te'ieLter pcograifia. m the ^sence of WA3 AftC, and FRim progrisros, ODBC and SPA 
weatewiter qz&nts would be the only federal funding sources for important 
infrastrucTtuice proja^tfl. 

An analysis of the total of both CDBG (entitlsmsnt and ronentitlement) and EPA 
{Oonstruction Grants for T^atewater Treatment Norks# 205(j) Mateic Quality htanagonent 
Grsita, 3(lS(g} Cotiatruction Hanagsn^it .^\jL^^.-:.i^.-iCo Grjnta, and State and Interstate 
Hbtcr Pollution Osntrol Prograa Grants) funding allotmenta shows that 13 atabea {New 
York, Cslifocnis, Illinois , Fecvisylvsnis , Ohio, Teitag, Florida, Ptosuchusetts, New 
JerHey, Hichigan, Indiana, Maryland, Hissouii plus Puerto (Uco) got E^.l percent of 
tile fiscal 1966 funds. ITie othez 3H etates got leas than two percent for a total of 
34^7 percait. More significantly ^ tl atatea got less than one percent each, fot' a 
total of only 10.2 pec cent. For this latter group of pi-i i- ^.nfiLy rural states, 
funds from EDA# ARC, and EtaHA are very Ijnpottant. »e] :>>)! grants and loans 

from these three sources loom larger in tbe content of limited amounts from CDBG and 
EPA. 
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Below the statewide level, H)A, ARC, and EMA are particularly important to 
distressed rural areas. In the aggregate, over 70 percent of the CDB6 funding and 
perhaps 75 percent of the EPk money goes to metropolitan cities and counties. On a 
state-by-state basis, the anall cities* share of CDB6 funds is as little as eight 
percent, m more rural states the percentage of funds going to nonmetropolitan 
ccnnunities may be high but the dollar amount is relatively anall. Several states 
received less than $1.5 million in nonentitlanent CDBG funds in 1986. 

THE NEED FOR IMPLEMEafTATION Of EXISTING RORM. DEVELOPMEWT LBGISIATION 

On behalf of NMDO menbers who daily face the problons of helping local 
govemnents and businesses survive at the grassroots level, I thank you M:. Jones and 
Mr. Coleman for introducing bills designed to provide a caoBE»:^iensive framework for 
rural development within the Department of Agriculture. 

This hearing and the bills introduced by the comnittee manbers offer an 
excellent opportunity and focus for reexamining and refining existing statutory 
authorities. For example, there already is a requirement that rural areas be given 
first priority in the location of new federal offices and facilities. Ihis has been 
on the books since enactment of the Agriculture Act of 1970 with little real effect. 
Perha^ there should be sane refinement to make the requirement effective. Miybe the 
relocation of existing facilities should be included and the focus should be on 
distressed oomnunitites, both urisan and rural, in order to broeKSen si]|)port in the 
Congress while addressing a real problem. 

We agree tiith the authors of these rural development bills, that the U.S. 
Department of Agriculture must become involved in non-fazm development programs. 
Howev^, we are fearful of putting all of our rural development eggs in one basket. 
Just as urban areas receive development assistance through various federal 
departments, we believe t^t rural communities must be eligible for various types of 
federal assistance. Rural communities must continue to be eligible for transportation 
assistance from the Department of Tran^nrtation, for sonall business assistance aid 
from SBA, for economic development funds from the Department of Commerce, etc. In the 
past several years we have seen this subcommittee add funding for non-farm EtaHA 
programs and then watched USDA reprogram the funds to agriculture. 

Although others may disagree, one long-time OSDA rural development official 
(Joseph C. Doher^ in Jtoerican Land Forun Magazine Fall 1986) has the following 
commentary to offer: 

Is OSDA the most appropriate place to center leadership of the rural 
develt^aent process? Despite all that the department has aooonplished, it 
remains predominantly a service and support agency for U.S. commercial 
agriculture. Only one Secretary in 30 years showed a personal and continuing 
interest in balancing farm programs %#ith the variety of coomunity improvement 
endeavors that make up the the rural development process. In 1986 there is 
almost as little interest in tiie subject at policy levels in USDA as there %«as 
before Under Secretary True Morse got things started 30 years ago. 
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NMX) was on« of the grocp* uho aupportad onactnwnt of tha Rural Davelopnant 
Policy hst of 1980, and we had high hopes that the Office of Rural Developnant Policy 
and appointment of an Chder Secretary for Rural Devdoptnent would lead tx) OSDI^ 
leadership in the field. Unfortunately we have seen the Office of Rural DeveloEMnt 
Policy abolished and the Chder Secretary's position filled only on an acting basis for 
alaost a year. Sioply moving boxes around on an organization chart will not help 
rural oanmunities lAio face declining rewiues and population losses. 

Oongress can lead the USDk horse to the rural developnent water, but they 
cannot make it drink. 

Me suppoct the requiresMnt for a GM> analysis of existing rural programs in 
the hope that this will lead to congressional action requiring the Adeinistration to 
inplement and ftind currently authorised progr«BS. As you can see from the attached 
MADO budget analysis, the Reagan Adainistration has called for elimination of 
virtually every existing program for rural developnent. 

Miile volunteerism and private sector participation are essential to the 
success of rural developnent, lADO believes that federal money will be needed to help 
bring back oc retain economic stability in rural oanmunities. Our mmrtwrs will do 
their best to support authorising legislation such as pcop os s d by Rapresentatlvss 
Jonas and Oolsman, but we are most concerned at this mansnt Mhsther the budget and 
appropriations ccnmittess will see fit to include actual dollars for inplsmantation. 
The Reagan Adkninistration has told the Oongress that monsy is needed for defense and 
for foreign aid, but rural citizens are told to pick thsmselvss up by their bootstraps 
and use volunteers. 

The three highest priorities for funding for rural developnent purposes are: 

Grants to rural organizations for establishment of revolving loan funds to 
help provide capital to create private sector jobs; 

Grants and loans for needed infrastructure including roads, bridges, water and 
aewer and related oonnunity facilities in rural counties and oanmunities; 

Grants to looally-bassd organisations to provide management assistanoe for 
local governoMnts and amall businesses in rural areas. 

WHY ARE FBDBRAL RDRAL DBVELOPMEWT PROGRAMS MEJffiB)? 

A. K traunatic restructuring of the rural eoonony is now underway. Study 
after study is now showing that the economic recovery has by-passed rural America and 
that the O.S. is developing a two-tier eoonony — an expanding urban one and a 
declining rural one. 

B. Rural areas and their local governmants have few or no developnent 
professionals to help then create and retain private-sector jobe. 

C. Ftom 1960 to 1967, federal programs designed to help rural development «<ere 
cut a much greater percentage than those targeted to urban areas. 

D. Because of the downtum in agriculture, rural govornmants are beginning to 
eee a decrease in property tax collections as the value of land declines and more 
farmers are going benknpt. The aggregate value of farmland fell 35 percent ($271 
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billion) between 1981 and 1986. There has also been an increase in the interest rates 
that rural localities pay on bonds they issue. 

E. The £ann bill may help farmers but worsen the outlook for rural oomnunities 
because it encourages faxmers to idle more acres of farmland which will result in a 
decrease in farmers' purchases of ecpipnentand inputs. 

F. Experts believe that recovery in the agricultural sector is three to five 
years away. While the full effect of the farm crisis has not yet been felt, seven 
very rural states — ^Alaska, Louisiana, Wyoming, Texas, New Mexico, C^lahcnna, and North 
Dakota — actually saw a decline in their real per capita income during 1986. In 
addition, depreaaed petroleum prices have reduced incanes in rural areas dependent on 
en¥>loyment in coal, oil and natural gas production. 

G. International coo^tition in traditional rural manufacturing, e.g., 
clothing and textiles, has literally destroyed the economic bases in many rural 
ccnmunities. 

H. It is highly unlikely that state governments will be able to fill the 
financial gap that is being created by the downturn in the rural econcmy. Total state 
tax receipts declined in ten states for the year ending in September 1986 v^sus the 
year ending in Septenber 1985 (Alaska, Kansas, Louisiana, Minnesota, Montana, North 
Dakota, Oklahoma, Oregon, Texas, and Wyoming). State corporate net income tax 
receipts fell in 22 states. Already this year 23 states have been forced to reduce 
their budgets reflecting the impact of widespread recession conditions. For example, 
the State of Missouri not only cut the budget but also raised taxes, and the State of 
Tennessee has reduced the nuonber of state employees. 

OONCLUSION 

NMX>' s members throughout the country stand ready to assist the members of 
this Subcommittee as you refine the pending legislation and seek the support of your 
colleagues on other comnittees in the House and Senate. We are delighted that the 
bills introduced by Mr. Jansa and Mr. Coleman recognize the need to revitalize rural 
America through non-fazm development programs, and look foreward to working for not 
only authorization but also appropriations and implementation in the coming fiscal 
year. 



(Attachment follows:) 
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FEDERAL BUDGET COHPARISON. FY 1981-1988. RUM. PROGRMC 
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293.3 


46.4 


112.2 


119.2 


182.4 


46.8 


32.7 


8.8 


SUtt Hiitoric Prtsffrvation firwtf 


43.8 


51.7 


23.3 


46.9 


22.8 


21.1 


19.9 


17.4 


8.8 


PiyMiit in Liw of Taxff (U) 


188.8 


188.8 


91.3 


96.1 


185.8 


182.9 


99.9 


189.8 


189.8 


DEPARTTCNT OF LABOR 




















JTPA Statt Block Grant (1988 CTA) 


3342.8 


n.a. 


n.a 


2179.3 


3388.8 


1886.2 


1783.1 


1841.8 


1888.8 


SuMT Youth (1988 (ZTA) 


2338.3 


n.a. 


n.a 


824.2 


824.9 


824.5 


639.9 


798.8 


8.8» 


Oiilocattd Uorktr (1988 Tradi Adj. Aitt.) 


1664.4 


n.a. 


n.a 


118.8 


262.7 


239.3 


99.7 


2tt.B 


988.8 


Cow. Strvin E^il. for Oldw Amt. 


266.9 


277.1 


282.8 


319.3 


317.3 


326.8 


311.9 


326.8 


326.8 


SHMJ. lbSI»£5S MMIfi|lS:tMTIOM 




















383 rW! CtrU Dt«llQ|MI( Co. LOiM 


<298.8> 


<18B.B> 


<19B.8> 


<298.8> 


<398.8> 


<43l.8> 


<383.8> 


<373.8> 


<373.8> 


avl] in. litvfttMit Co. loam 


148.8 


168.8 


134.1 


159.9 


298.8 


296.8 


239.8 


233.8 


<247.8> 


Ptinarity £i»t. SItC Ldu lUiPict^ 


32.5 


41.2 


27.3 


29.7 


41.8 


41.8 


39.8 


39.8 


<2B.8> 


6«Dffit Ijslnni LOHi (Suv^tivd] 


<3B88.B> <2884.7> <1516.5> <2894.4> <2688.B> <266i.B> <24*I.8> <2473.8> .<2494.8> 


6hwa1 luiinvsi Luni [JJiftct} 


218.7 


289.1 


114.8 


89.5 


188.3 


188.8 


8.8 


8.8 


8.8 


hlindscaDpfD L3«uvii&iiirdntiwl) 


<B.3> 


<1.7> 


<B.8> 


<1.6> 


<9.B> 


(9.8> 


<9.B> 


<9.8> 


8.8 


Hindi UBpvd Lisvifi (Qirictf 


19.9 


29.8 


13.1 


14.9 


21.8 


24.8 


14.8 


19.8 


8.8 


lofimi OoDOTTu^iru Lhi»s (GuarantMd) 


<24.3> 


<2B.4> 


<13.4> 


<38.5> 


<6B.8> 


<6B.B> 


<97.i> 


<96.B> 


8.8 


EEDmic flB(Brtuii!tg uumt (Dirtct) 


63.2 


49.B 


21.8 


16.5 


49.8 


49.8 


24.8 


24.8 


8.8 


Ejmtw lewvf J^arintwdf 


<ll.3> 


<7.3> 


<l.3> 


a2> 


<19.8> 


<19.B> 


<14.S> 


<14.B> 


8.8 


Entr^y Lovil Fi:;'jct) 


14.4 


6.7 


1.2 


8.4 


3.8 


8.8 


8.8 


8.8 


8.8 


Vitir«ni UiAt DirKt? 


B.B 


B.B 


8.8 


6.4 


29.8 


29.8 


19.8 


19.8 


8.8 


nui^HHit Hi^ltanci 


22.1 


19.9 


29.4 


33.1 


39.5 


39.1 


19.2 


19.3 


9.8 


Sk. S8I ProgrM 


8.8 


B.B 


8.8 


8.8 


2.8 


9.8 


8.8 


8.8 


8.8 


SBOCProgrM 


3.9 


8.1 


11.6 


19.4 


28.5 


28.9 


33.9 


39.8 


27.8 


Sk. 302 Dtv. Coapany Loani (OirKt) 


44.7 


6.8 


8.8 


8.8 


8.8 


8.8 


8.8 


8.8 


8.8 


1BiE3S££ MiSi AOfTMOiltV 




















EcoMMic k Cow. RMOUrCM 


12.4 


11.2 


16.8 


18.1 


28.8 


22.5 


14.8 


11.7 


8.8 


OEPARTnENT OF TRANSPORTATION 






















82.6 


47.4 


28.8 


22.1 


29.2. 


23.2 


19.3 


18.8 


8.8 


5»c. IS ?Un Traniit &r«iti (188 Z rural) 


57.1 


73.2 


74.3 


77.2 


79.2 


81.9 


63.8 


79.8 


8.8 


*ircf4*t ftirc*i4tt Low* 


<6SB.B> 


<429.8> 


<281.9> 


<182.5> 


<8.7> 


8.8 


8.8 


8.8 


8.8 


J^HHlAdiiin KighMid SyitH 


228.7 


218.2 


187.6 


116.1 


118.8 


184.3 


61.7 


71.8 


8.8 



Stopdirij \9uril] Kighwy 9uttH 



772.9 443.1 387.8 682.3 988.8 988.8 651.8 385.8 



PiUMitt to Air C^rmELiiul Air Strvin) 95.8 114.5 86.1 52.1 46.3 46.3 28.8 



DEPARTtCNT OF TREASURY 
Gmaral Rtvtnut Sharing 



6894.9 4969.9 4966.7 4966.7 4966.7 4966.7 4188.8 



8.8 



8.8 



8.8 



8.8 



NOTES: Bracktti <> indicatt Loan GuarantN Authority (t.g., EDA Loan Guarantits) 
n.a. indicatt! not applicablt or not availablt. 
» Ytar-round AFDC-bawd prograa propoMd. 



Digitized by 



Google 



199 



SI4T1MBNT 

on 

RURAL DEVELOPMENT INITIATIVES IN H.R. 1800 AND H.R. 2026 

b«f ore the 

SUBCOHMITTEE ON OONSERVATION, CREDIT, AND RURAL DEVELOPMENT 

of the 

HOUSE COMMITTEE ON AGRICULTURE 

for the 

U.S. CHAMBER OF COMMERCE 

b7 

Stuart B. Hardj 

May 19, 1987 

The U.S. Chaaber of Coaaeree weleoaes this opportunity to state Its 
views on the rural developaent Initiatives contained In H.R. 1800 and 
H.R. 2026. This subject Is of great Interest to the Chaaber because of Its 
close relationship with several thousand local chaabers serving rural 
coaaunltles and because aanj aeaber coapanles are located In nonaetropolltan 
areas of the country. Moreover, the Chaaber represents all segaents of the 
agricultural chain. Including supply Industries, fara and ranch producers, 
coaaodlty traders and brokers, and food and fiber processors, distributors, 
wholesalers, and retailers, aany of whoa contribute to and depend upon the 
rural Infrastructure. 

There Is aaple evidence that rural Aaerlca has not fully participated 
In the current robust expansion of auch of the rest of the U.S. econoay. For 
ezaaple, a recent analysis by the Federal Reserve Bank of Kansas City- shows 
that during the 1960 *s and early 1970* s, per capita Incoae In nonaetropolltan 
counties was beginning to approach per capita Incoae In aetropolltan areas. 
Since 1973, however, the Incoae gap has begun to Increase as city Incoaes have 
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grown at « faster rate than rural Incoaes. With respect to fara dependent 
counties, the study shows that real per capita incoae has declined on an 
average annual basis since 1973. Rural areas — especially areas dependent on 
agriculture and other priaary industries — ^have lower incomes, fewer Job 
opportunities » higher uneBplo3rBent rates, and fewer govemBent services than 
■etropolitan areas. 

Much public attention has been f ocussed on fara probleas in recent 
years, and with good cause. Recession in the fara belt, the oil patch, and in 
aining and tiaber regions has put enoraous stress on thousands of rural 
coaaunities. In such coaaunities, all rural institutions, including schools, 
hospitals, retail businesses, banks, and churches, are feeling the ripple 
effects. While fara prograas are iaportant, it is also appropriate that 
Congress address the full scope of structural change in rural Aaerica. The 
Chaaber, therefore, appreciates the Subcoaait tee's interest in fashioning 
policies to revitalise distressed rural coaaunities. 

Public /Private-Sector Partnership Is Needed 

The two bills under consideration today, H.R. 1800 and H.R. 2026, 
recognise that the federal govemaent alone, while an iaportant part of the 
total equation, does not have the resources or the wisdoa to iapose a rural 
solution froa Washington, D.C. Rather, the aost effective role of the federal 
govemaent is to use available financial resources to leverage and aobilise 
far greater resources in the private sector and in state and local govemaent. 

An exaaple of this federal-local-business partnership — and one in which 
chaabers of coaaerce have been enthusiastically involved — is the Main Street 
prograa. Begun seven years ago by the National Trust for Historic 
Preservation to restore the econoaic health and vitality of saall cities and 
towns, the prograa has helped over 100 coaaunities in 11 states to transfora 
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decaying business districts into thrlTlng coansrcisl sectors. The progrsa 
involves very little federsl expense. It is not a grant prograa but a prograa 
of technical assistance that helps local en— unities Identify the aeans and 
■ethods of restoring their downtown centers. 

Both H.R. 1800 and H.R. 2026 would strengthen the public/private-tector 
partnership in several iaportant ways. H.R. 1800 would authorise the Rural 
Developaent Loan Fund to sake funds available for five years for relending by 
local public and nonprofit private organisations to stlBulate growth in 
distressed coaaunities. H.R. 2026, Title II, provides for needed cooperative 
agreeaents with the states. 

Rural Issues Merit Greater Priority 

When the U.S. Departaent of Agriculture was established 125 years ago, 
Bost Aaericans lived on faras and ranches. The teras "rural** and 
"agricultural" were so synonyaous that President Lincoln dubbed his new agency 
the "people's departaant" because its prograas directly served the aajority of 
our population. Today, about 64 ailllon Aaericans live in rural areas 
nonaetropoliCan counties) and less than one-tenth of this nuaber lives on 
faras or ranches. Clearly, the econoaic probleas confronting rural dtisens 
encoapass far aore than agriculture and, in the Chaaber*s opinion, require 
Bore attention f roa policyaakers than they are now receiving in the Departaent 
of Agriculture or the Executive Office of the President. 

This does not aean that less attention or resources should be devoted 
to production agriculture. In fact, faraers and ranchers would benefit froa 
H.R. 1800 and H.R. 2026 because of the interdependence of faras and local 
coaaunities. Para faailies depend on nearby towns for needed production 
inputs, for aarketing and transportation services, and. Increasingly, for 
off-fara eaployaent. Siailarly, agriculture and other priaary industries 
continue to provide the econoaic base for several thousand rural coaaunities. 
The rural infrastructure of facilities and services is one of the aost 
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inportant eloients contributing to agricultural coapetitivanasa in world 
■arketa. Thia infraatructura auat ba aaintained and inprovad if U.S. fam 
producta ara to neat tha challanga of fiarca coapatition in tha global food 
and fibar ayataa. 

Titlaa I and VIII of R.R. 2026 would incraaaa aignificantly tha prof ila 
and viaibility of rural functiona of tha fadaral govamaant by aatabliahing a 
Rural Daralopaant Adalniatration in tha Dapartaant of Agriculture aod a 
Spacial Aaaiatant to tha Praaidant for Rural Policy in the Vbic« Bdua«. To 
aaaura that tha raorganiaation and upgrading of rural funccloaa aecoapliahaa 
tha goal of a aora coat-affactiva, afficiant and atraaalinad rural policy, tha 
Subcoaaittaa aay wiah to conaidar axpanding tha Coaptrollar 6anaral*a raport, 
providad in Section 108, to induda a thorough analyaia of tha varioua 
raorganiaation optiona and their potential iapacta on the deciaionaaking 
proceaa. 

Rural Laadera Daaarva Support 

Since the early 1980* a, rural local govemaanta have been caught 
between lower federal financial aid and a falling tax baaa. The drop in 
faraland yaluea haa had an aapacially depraaaing affect on eoaaunitiaa whoaa 
tax baae ia priaarily agricultural land. 

Rural laadera in tha public and private aactora need greater technical 
aupport to aeet the challengea of aajor atructural changea occurring in their 
local econoaic baae at a tiae when public revanuea ara atagnant or declining. 
H.R. 2026 would addraaa thia need by providing rural laadera with inforaation, 
training, and education aiaed at iaproving fiacal and aanageaent akiUa and 
incraaaing awarenaaa of policy altemativea. Many rural govemaenta are lad 
and ataffed by part- tiae or voluntary peraonnal. Theae local daciaion-aakara 
need technical and educational aaaiatanca to identify and iapleaent aethoda of 
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increasing Jobs and incoaa. Ihay naad halp in assasaing thair situation in a 
raalistic aannar. Ihay naad halp in dataraining hov to cut unnacassary 
axpandituras, saaking divarsification in thair aconoaie hasa, building upon 
the assats that thay alraady poasass, and eonaidaring hov natural rasourca 
industrias can add valua locally. H.R. 2026, in particular, would addrass 
this naad by astablishing a Katioaal Rural Assistance Inf oraation 
Claaringhousa and by providing for rural tachaology eantars and agriculture 
action eantars. Tha fiva yaar pilot prograa called for in H.R. 1800 would 
also provide needed support for rural laadari. 

ttota Flagibmty KaaJad tp Ftdttal Rural Policy 

There ia anoraoua social and aconoBic diveraity in rural Aaarica. To 
be effective, federal rural policy aust be aufficiantly flexible to aarve the 
very different needa and opportunltlci of fundaaantally different 
cooBunitiei. Moreover, the inereaaing globalisation of the 
econoay — eapacially in financial aarkata and tha aactora of energy and 
agriculture— -aeans that Vaahington haa lass and laaa control over the forcea 
that ahapa and change local businasiea. 

H.R. 1800 and H.R. 2026 would . respond to the need for a flexible, 
accoBBodativa rural policy by giving govamora and local laadara greater 
diacration in the deployaent of federal reaourcea. In particular, the Ghaabar 
applauda the block grant approach contained in H.R. 2026. 

A Secondary Market for Faraland Mortgagee Would Halp Rural Coaaunitiea 

Finally, the Chaaber would recoaaand one additional tool for rural 
ravitalitation not included in either H.R. 1800 or H.R. 2026 but under 
conaidaration by the Subcoaaittee. It respectfully urges the Subcoaaittee to 
approve lagialation to facilitate the foraation of a private aector aacondary 
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■arket for farmland aortgages. A sacondary aarkat* If properly atructured, 
would lowar Intereat rataa for borrovara, atabllisa faraland valuaa, and 

provide rural banka with greater capitalisation for inveatnenta in the 

2/ 
coBBunlty.— The foraation of a aacondary aa 

any atratagy for revitalising rural Aaerica. 



2/ 
coBBunlty.— The foraation of a aacondary aarkat ia an aaaential part of 



Thank you for thia opportunity to preaent tha Chaaber*a vlcwa to the 
Subcoaaittea. 



I'Nark Henry, Hark Drabanatott, and Lynn Gibaon, "A Changing Rural 
Aaerica," Econoaic Review July/Auguat, 1986, Kanaaa City Federal 
Reaerve Bank. 

l^Sae Stephen C, Gabriel and Pual T, Prentice, Preaerving the Value 
of Aaerica'a Paraland: An Econoaic Analyaia of a Secondary Market for 
Para Mortgagea . Para Sector Econoaica Aaaociatea, March, 1987. 



(Attachment follows:) 
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Thtt U.S. Chaab«r of Coancrce is the world** largos t 
fedoratloa of buslnoM coapa&los and Msoclstions and is cho 
principal spokesaan for the American business coaaunity. It 
represents approziaately 180,000 businesses and 
organisations, such as local/state chaabers of coaaerce and 
trade /professional associations. 

More than 91 percent of the Chaaber*s aeabers are saall 
business firas with fewer than 100 eaployees, 58 percent with 
fewer than 10 eaployees. Yet, virtually all. of the nation's 
largest coapanies are also active aeabers. We are 
particularly cognisant of the probleas of saaller businesses, 
as well as issues facing the business coaaunity at large. 

Besides representing a cross section of the Aaerican business 
coaaunity in terns of ouaber of eaployees, the Chaaber 
represents a wide aanageaent spactrua by type of business and 
location. Each aajor classification of Aaerican 
business — aanufacturing, retailing, services, construction, 
wholesaling, and finance — ouabers aore than 11,000 aeabers. 
Yet no one group constitutes as aach as 29 percent of the 
total aeabership. Further, the Chaaber has substantial 
aeabership in all 50 states. 

The Chaaber 's international reach is substantial as well. It 
believes that global interdependence provides an opportunity, 
not a threat. In addition to the 56 Aaerican Chaabers of 
Coaaerce Abroad, an increasing ouaber of aeabers are engaged 
la the export and iaport of both goods and services and have 
ongoing investaent activities. The Chaaber favors 
strengthened international coapetitlveness and opposes 
artificial U.S. and foreign barriers to international 
business. 

Positions on national issues are developed by a cross section 
of its aeabers serving on coaaittees, subcoaaittees and task 
forces. Currently, soae 1,800 business people perticipate in 
this process. 
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STATEMENT OF THE AMERICAN FARM BUREAU FEDERATION 

BEFORE THE HOUSE COMMITTEE ON AGRICULTURE 

SUBCOMMITTEE ON CONSERVATION, CREDIT AND RURAL DEVELOPMENT 

REGARDING RURAL DEVELOPMENT 

May 19, 1987 

Fara Bureau has had a long history of involvenent in rural 
developnent. Farn Bureau leaders and nenibers all across this 
country are active nenbers of school boards, trustees of colleges 
and universities, county boards of supervisors, econonic development 
ccnmilselons the boards of lending Institutions and nany hold elected 
offices. These are the institutions and activities that inpact rural 
economic growth. 

We have always believed that rural or any economic development 
is best done by local people. Farm Bureau welcomes the new national 
interest in rural development At the saAie time, we caution Congress 
to be very careful not to advance federal programv which Mould conp«t« 
with those long standing state and loca efforts and initiatives that 
have served the nation and rural areas well. 

Federal rural development progratts should be confined to those 
that support, not interfere with^ local programs and private sector 
activities already underway* 

We all know that it is not possible to have rural economic growth 
without having overall economic growth ^n^ an expanding U.S. and world 
economic pie. In this regard, one of the beat po idea for rural 
development would be for Congress not to pass protectionist trade 
legislation. 

Trade protectionism is a dead end street for farmers given the 
fact that farmers contribute favorably to the U.S. trade balance. In 
addition, farmers rely heavily on imported farm inputs such as fuel, 
fertilizer, and machinery. 

Farmers would also like assurance from Congress that their 
markets will never again be disrupted by embargoes, which sent shocks 
throughout the rural economy and left farmers with follow-up policies 
to offset the embargo which messed up farm markets by raising loan 
rates and ncreasing storage programs. 

Another assurance that farmers would like is to have Congress 
stay the course on the 1985 farm bill and, once and for all, bury the 
idea of aandatory production and marltetlng cqntrols. In modern terms, 
advocating rural development through th& llkea of the Gephardt-Harkin 
bill is an oKymoron. Should a contfol plan be adopted, rural 
stagnation and decline will raplfSly follow^ 

Since inflation control has had very favorable effects on farm 
production expenses and thus farm income, we do not believe that we 
should give up the inflation fight. 
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It is true that controlling Inflation reduced land and other 
asset values and caused some major adjustnents in farmer credit 
practices. At the sane time lower asset prices have been beneficial 
to young farmers trying to get started faming This is important to 
farmers who wish to sell out or a low their sons and daughters to buy 

nto the r farms. Rural development Is better ssrved when farms and 
ranches are kept competitive and transferable from one generation to 
another . 

Keeping U.S. farms and ranches competitive could be substantially 
improved by Congress and the Executive Branch coming to grips with the 
plethora of laws rules and regulations that strangle the use of basic 
farm inputs and add measurably to our cost of doing business. 

We must rsaeaber that farmers are now competing in a world 
marketplace with producers from other countries, who do not have the 
same restrictions on farm input uses and farming practices that we 
do. Congress should not expect farmers to pay the full price for 
environmental purity. 

Greater truck deregulation would have a beneficial impact on 
rural economic development. Deregulation has on balance been good for 
railroads through reduced overhead capacity and the ability to make 
confidential rats contracts. This latter feature of rate deregulation 
has been v«ry benefii^ial to farmers in the grain belt by strengthening 
prices. Efforts to make rail contracts public should stop. 

Biotechnology holds substantial potential for dealing with 
environmental Issues Host reports indicate that the US is falling 
behind the rest of the vrorld in biotechnology leadership We have a 
world class agriculture that is looking for national policy leadership 
In the rapidly emerging fie d of biotechnology - If wo are not 
careful other nations will seize this international opportunity. 
Biotechnology could hold eiubstant al benefits for rural America, if we 
focus on the posit iv«B, rather than the negatives. 

Economic progress and wealth creation are basically slow 
processes. Whenever government has tried to artificially speed this 
up, it has failed. The Inf atlon of the 1970s is the most recent 
experience. We are still paying the price. Inflat on distorted 
all price and cost re atlonahlps and led to state and local spending 
and tax burdens that are daiiiaging rural development in many parts of 
the country Some rura atatefi have experienced greater economic 
stab lity than others during these difficult timee n U.S. 
agriculture Part of the reason for this stability has to be found 

n the greater balance among agriculture, commerce and industry. The 
more attractive business climate in some states is also part of the 
economic stability in some rural areas. 

We have learned some basic economic lessons in recent years. 
One of these lessons has been that tax rates — local, state and 
national — exert a powerful impact on economic development and growth. 
When individuals are allowed to keep their income and wealth, more 
real jobs are created and economies boom. 
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We are in the age of privatization. Good things have happened 
in the U.S. and abroad wherever government has relinquished its 
traditional activities to private sector operations without a loss of 
services. Every avenue should be explored to find opportunities to 
privatize present rural development programs. New programs should 
also meet the test of privatization. 

Farm Bureau does not come before you today with a laundry list 
of requests for new programs for rural development. To the contrary, 
we believe that there are quite a few major policy initiatives which, 
if pursued by Congress, would be of tremendous economic benefit to 
farmers, rural America, and the nation. 

For FY 1981-1987 federal spending on annual programs equaled $918 
for every rural person, $131 per person per year. Over $21 billion 
were spent on funding and loans for rural electrification and 
telephones (REA) . Funding, grants and loans for rural housing and 
development projects totaled almost $34 billion. The $55 billion 
total does not include federal farm program outlays. 

Farm Bureau believes that, given the overall problem in 
controlling federal spending, it is time for all of us to see what can 
be done to bring about true economic development in rural America and 
the nation through policies and programs that will not cost additional 
tax dollars. 

Stopping trade protectionism, reducing the regulatory burden on 
farmers and businesses in general, staying the course in farm policy 
toward a market-oriented agriculture, giving international leadership 
to agriculture and the nation in biotechnology, encouraging the 
Federal Reserve toward stable, noninf lationary money growth and 
reducing the deficit through spending restraint not tax hikes — would 
be a good start for a national rural development program. 

Thank you for the opportunity to present Farm Bureau's views on 
this important topic. We look forward to working with Congress on 
rural development programs. 
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RURAL 

COMMUNITY 

SERVICE 

PROJECT 




The State of Missouri Is a recipient of funds for mental health outreach 
programming under Section 1440 of the Food Security Act. The University Co- 
operative Extension Service will administer this project with the cooperation 
and support of five community mental health centers serving northern and central 
rural areas of Missouri. 

The objectives of the Rural Community Service Project, through the act- 
ivities of coordinators in each service area are: 

1. Coordinate, organize and serve as a liaison among local resources, 
agencies and community groups - providing information on current 
rural community issues and assessed needs of rural families; 

2. Consult on mental health issues and needs with local clergy, physicians, 
school personnel and other care providers; 

3. Establish community support groups to allow persons to develop self- 
guided, educational networks of mutual . support for dealing with rural 
issues and personal stress; 



78-346 0-88 
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4. Seek out individuals and families needing professional mental health 
services and Initiate referrals; 

5. Monitor the stress level and emotional climate of rural communities 
and provide available resources to reduce the impact of these con- 
ditions; 

6. Conduct community awareness and educational programs; 

7. Facilitate a network of comnunity service agencies, care providers, 
educational and governmental leaders to maximize local resources 
and facilitate referrals to appropriate services to meet the broad 
array of rural resident needs. 

The local service coordinators will utilize the full resources of the 
University of Missouri, the University Cooperative Extension Service and the 
local community mental health center in providing services to rural commun- 
ities and families. Through this cooperative effort, rural Missouri residents 
will obtain support, service and professional guidance as they experience and 
cope with a period of economic and social transition within their rural com- 
munity. 



FOR ADDITIONAL INFORMATION OR ASSISTANCE, CONTACT YOUR LOCAL COUNTY EXTENSION OFFICE 



NORTH CENTRAL MO. 
CHHC 



FAMILY 

6UIWWCE CENTEft 
CMHC 




EAST CENTRAL 
CMHC 



WEST CENTRAL 



Digitized by 



Google 



211 

State of Illinois 
GOVERNOR'S RURAL AFFAIRS COUNCIL 




Lieutenant Governor 
George H. Ryan 

Chairman 



Nay 14, 1987 



The Honorable Edward Jones, Chairman 

House Subcanmittee on Conservation, Credit and 

Rural Development 
united states House of Representatives 
Washington, D.C. 20515 

Dear Representative Jones: 

Governor Thompson and I began planning the Task Force on the Future of 
Rural Illinois in February, 1986, in an effort to begin ameliorating 
difficulties facing Illinois' rural citizens. 

The Suinnary Report of the Task Force on the Future of Rural Illinois, 
which is attached, is the result of exhaustive research and public testimony 
during the period JUne, 1986 through February, 1987. 

The developnent of new economic enterprise, and the improvement in local 
services and educational institutions is essential to the future of rural and 
small town Illinois and America. I believe that our efforts to promote a 
rural renaissance in Illinois provide valuable insights at both the state and 
national level. 



Sincerely, 



/ GEGRG 



^^ 



GEGRGE H. RXAN 
Lieutenant Governor 



GHKAJ)/nt 
Enclosure 
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INTRODPCTION 



The Task Force on the Future of Rural Illinois was created 
to examine social and economic conditions in rural Illinois and 
to make recommendations for State and local action which would 
help to ameliorate social and economic stress and help to 
preserve and enhance the values and quality of rural life 
inherent in Illinois. From March, 1986, to January 1, 1987, 
several means were used to gather facts, information, 
perceptions and opinions. Twenty-two public hearings were held 
across the State, and 332 persons testified. One hundred and 
nineteen town visits were completed, and over 1,000 rural 
Illinois citizens provided a wealth of data. One hundred and 
thirty-five advisory groups were given the opportunity to 
provide their views on rural Illinois. University consultants 
from Illinois institutions of higher learning brought years of 
research and teaching expertise about rural issues. Extensive 
annotated bibliographies were developed to ensure the inclusion 
of past and current studies and writings on rural life 
conditions. Finally, state departments and agencies lent 
expertise and information to the data gathering process. This 
Summary Report of the Task Force on the Future of Rural 
Illinois is the result of effective collaboration among a wide 
variety of groups, each acknowledging the common bond that 
rural Illinois heritage and culture is worth a renewed 
investment of time, energy, and resources. 
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Because the Task Force is concerned with quality of life, 
a broad subject approach was selected for study — economic 
development and transportation, health care and social 
services, production agriculture, agricultural credit and 
agribusiness, and finally local government and education. Each 
of the study areas; any one of which is important enough to 
justify separate analysis, covers influences which dramatically 
affect the rural citizen in unique ways, and adds to or 
detracts from the quality of rural life. 

As the Task. Force listened to the problems and concerns of 
rural Illinois citizens' and advocates, a three-level approach 
was followed. First, immediate problems which could be acted 
upon^wi'th existing State resources received attention. Second, 
an intermediate term agenda was built for assisting rural 
Illinois. The intermediate agenda is the recommendations 
contained in this Summary Report for attention by the General 
Assembly and state agencies in the next one to three years. 
Finally, long term agenda building was started. 

The Task Force has been a catalyst for establishing 
growing awareness of and action on the needs of rural Illinois 
people. Immediate action has occurred to ensure that the 
issues presented and the momentum gei)erated by the Task Force 
results in continued' agenda building for the needs of rural 
Illinois. 



(The complete report is held in the comnittee files.) 
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statement 

of 
Jim White 
General Manager 
Gibson County Electric Membership Corporation 
before the 
Conservation, Credit and Rural Development Subcommittee 
of the House Agriculture Committee 
United States House of Representatives 
on 
Rural Electric Systems' Role In 
Economic and Community Development 

Mr. Chairman and distinguished Members of the Committtee: 

I appreciate the opportunity to appear before you today on 
behalf of the Gibson County Electric Membership Corporation 
and our 29,000 members concerning the role rural electric 
systems can play, and the impact we can have on economic 
and community development. We are also grateful for the 
interest and support members of this panel have 
demonstrated to us and to the other 1,000 rural electric 
systems across the nation. 

For the past 51 years the Gibson County Electric Membership 
Corporation has worked to meet the changing needs of our 
members, not only in providing electricity but meeting 
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their other needs as well. 

Today, the people of our area and all of rural America are 
in serious economic trouble. It's a nation-wide problem. 
Reports such as the one prepared by Senator Leahy's Senate 
Agriculture Committee points out the contrast of the 
booming coastal economies of California and Florida and the 
depressed economies of the farm belt. 

Closer to home, in the Southeast and the Tennessee Valley, 
we see first-hand the desperate economic and social 
conditions described in landmark studies such as the 
"Shadows in the Sunbelt" report. This report eloquently 
describes the problems being created by the development of 
a dual economy, characterized by booming urban economies 
such as Atlanta and Nashville, amid distressed rural areas 
such as the Powell Valley, Fayette County and our own Lake 
County. 

The long-standing depressed farm economy has forced out 
Northwest Tennessee's agricultural base, leaving a climbing 
unemployment rate and displaced people. 

Many are following the national trend - moving from our 
rural to urban areas in hopes of finding work - and Gibson 
County Electric 's load growth is reflecting this 
undesirable occurrence. 
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Our cooperative began taking action to deal with these 
problems in 1981. Our effort has made a positive 
difference, and we continue to dedicate time and attention 
to economic and community development because the severe 
and far-reaching effects of the deteriorating economy 
persist. We also know it is unhealthy for the nation, 
community and the cooperative for people to be deserting 
rural America. And, because Gibson County Electric is a 
service organization established to meet the needs of our 
member-owners, we have a special obligation to get involved 
in helping to improve the quality of life for our members. 

Here are just a few of the ways Gibson County Electric has 
taken action for improved economic and community 
development over the past year: 

* The cooperative has worked closely with the counties we 
seirve in developing programs to encourage existing 
industrial expansion and the recruitment of new industry. 
These efforts helped to create more than 400 jobs in 
Northwest Tennessee during 1986. 

* More specifically, we have provided slide presentations 
and other materials used in industrial recruitment. 
Conservation studies, engineering assistance, and financing 
for employee training were made available for industry 
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through the cooperative and the Tennessee Valley 
Authority's Existing Industry Program. 

* Gibson County Electric has worked closely with the State 
Department of Tourism, and local Chambers of Commerce to 
develop and initiate a tourism promotion and marketing 
program for Northwest Tennessee. 

* We have worked with community, state and federal entities 
to offer services to improve the quality of life in our 
area. An energy efficient planning service for new homes 
and apartment projects, and technical assistance for 
community improvement projects including recreational 
facilities lighting were also provided. 

* The cooperative has assisted in the coordination of 
"health fairs" for the purpose of screening people for 
early signs of disability or disease and providing 
information on how to live healthier lives. 

* And, we have devoted much time and attention to helping 
those who need our help the most - the low-income, elderly 
and handicapped. Gibson County Electric has been 
instrumental in setting up and overseeing the operation of 
a food pantry for the needy. We have been closely involved 
with the "Meals on Wheels" program in our area, and have 
also worked in conjunction with the Tennessee Valley 
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Authority and local organizations to improve the living 
conditions for these groups. 

Our members not only support us in this endeavor, but they 
appreciate our involvement. This feeling is held on a 
national and regional level according to a survey conducted 
by Cooper and Secrest for NRECA in 1985. They interviewed 
both consumer /members and utility managers and directors. 
Of the consumer /members surveyed nationally, 74% said that 
cooperatives should be involved in economic development. 
Of the managers and directors interviewed nationally, 86% 
believed that co-ops should be involved. 

In our Region III, which is comprised of Tennessee, 
Kentucky, Mississippi, and Alabama, the results showed an 
even stronger support for co-op involvement with 76% of 
consumers and 97% of managers and directors supporting 
involvement. The 97:% score for managers and directors in 
Region III was higher than that for any other region in the 
country! 

Our rural electric systems not only believe they should be 
involved. One hundred thirty-nine out of the 160 
distributors surveyed in the Tennessee Valley Authority 
area had at least one person actively engaged in economic ' 
development. 
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Gibson County Electric and other rural electric systems are 
making an impact, but we can make an even more substantial 
contribution to the rural areas in the future. We have a 
solid base in the rural areas with over 50 years of service 
and the leadership who know first hand the rural people and 
problems, and are committed to helping them. 

In order to be as effective as possible, however, we and 
all rural electric systems will need the help and support 
of government. We believe it is also essential that 
programs incorporate the same federal-community partnership 
demonstrated by the Rural Electrification Administration 
and rural electric cooperatives. Making these federal 
programs locally designed, implemented, operated and 
controlled would make them more accessible to the people 
and communities they viere created to help. 

In these communities, the rural electric system is in an 
ideal position to serve as a nucleus for economic and 
community development efforts. We can bridge the gap 
between federal and local, and provide leadership, meeting 
space, technical assistance, coordination and support. 

Rural electric systems are also in the position to serve as 
facilitators for other community services, projects, 
programs and grants, not only working to expand existing 
industry, but to improve schools, water and sewer systems. 
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transportation and roads, etc... 

Although our area and rural America as a whole is facing 
difficult times, we are optimistic. We strongly believe 
that Gibson County Electric and the nation's other rural 
electric systems are a valuable resource; and if given the 
opportunity and support, we can put rural America back on 
the road to recovery. 

We applaud the Committee for taking a concerned and 
active leadership role in working to overcome these 
problems and we offer our complete support and assistance 
in taking steps to help those in the areas that we serve. 

Mr. Chairman, I would be pleased to respond to any 
questions you or any of the Committee members may have. 
Thank you. 
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100th congress 

IST Session 



H. R. 1800 



To assist in the revitalization of rural communities through economic diversifica- 
tion and the provision of community facilities to meet basic human needs, 
and for other purposes. 



IN THE HOUSE OF REPRESENTATIVES 

March 25, 1987 

Mr. Jones of Tennessee (for himself and Mr. de la Gabza) introduced the 

following bill; which was referred to the Committee on Agriculture 



A BILL 

To assist in the revitalization of rural communities through 
economic diversification and the provision of community 
facilities to meet basic human needs, and for other purposes. 

1 Be it enacted by the Senate and House of Representa- 

2 tives of the United States of America in Congress assembled^ 

3 That this Act may be cited as the "Rural Area Revitalization 

4 Act of 1987". 

5 Sec. 2. Section 1323(b)(2) of the Food Security Act of 

6 1985 is amended by — 

7 (1) striking out "and" at the end of subparagraph 

8 (B); 
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1 (2) striking out the period at the end of subpara- 

2 graph (C) and inserting in lieu thereof *'; and"; and 

3 (3) adding at the end thereof the following: 

4 "(D) there is authorized to be appropriated for 

5 each of the fiscal years during the period beginning 

6 October 1, 1987, and ending September 30, 1992, an 

7 amount not to exceed $20,000,000 for loans to inter- 

8 mediary borrowers under terms and conditions provided , 

9 under subparagraph (B) of this paragraph.". 

10 Sec. 3. Section 1323 of the Food Security Act of 1986 

11 is amended by adding at the end thereof the following: 

12 "(c)(1) Effective for each of the 1988 through 1992 

13 fiscal years, the Secretary may make grants, not to exceed 

14 $25,000,0(X) in total for each fiscal year, to public or private 

15 nonprofit organizations, operating in rural areas, whose prin- 

16 cipal mission is to improve business, industrial, and employ- 

17 ment opportunities, particularly assisting low income rural 

18 people and economically distressed rural communities. Such 

19 assistance may be used for financing new business ventures, 

20 community improvements, capital improvements, infrastruc- 

21 ture development, and other activities the Secretary deems 

22 consistent with the purpose of this subsection. 

23 "(2) Notwithstanding any other provision of law, the 

24 Secretary may use the funds, facilities, and authorities of the 

25 Rural Development Insurance Fund under section 309A of 

HB 1800IH 

Digitized by 



Google 



225 



3 

1 the Consolidated Farm and Rural Development Act to imple- 

2 ment the grant program under this subsection. 

3 "(d)(1) Effective for each of the 1988 through 1992 

4 fiscal years, the Secretary may make grants, not to exceed 

5 $25,0(X),0(X) in total for each such fiscal year, for the pur- 

6 pose of stimulating economic growth and diversification in 

7 rural communities affected by recent declines or chronic 

8 underdevelopment in basic economic sectors, such as 

9 agriculture. 

10 "(2) Grants under this subsection may be made to public 

11 and nonprofit private institutions for activities consistent with 

12 the purposes of this subsection, including, but not limited 

13 to— 

14 "(A) identifying business opportunities that will 

15 use local economic and himian resources; 

16 "(B) identifying, training, and providing technical 

17 assistance to existing or prospective local entrepre- 

18 neurs and managers; or 

19 "(C) mobilizing capital from within and outside 

20 local communities to stimulate the formation and ex- 

21 pansion of local business activities. 

22 "(3) Grants may be made only for projects intended to 

23 provide direct benefit to rural areas not within a city or town 

24 with a population in excess of 20,0(X) inhabitants. The Secre- 
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1 tary shall give preference to projects serving areas with the 

2 most serious economic distress. 

3 "(4) Any grant mider this subsection may not exceed 76 

4 percent of the costs of implementing the project covered by 

5 the grant, although the Secretary may waive this limitation 

6 in the case of any project serving a rural community in which 

7 the average income level does not exceed 80 percent of the 

8 nonmetropolitan median household income within the State 

9 in which the project is located or does not exceed the poverty 

10 line established by the Office of Management and Budget, 

1 1 whichever is greater. 

12 "(5) Notwithstanding any other provision of law, the 

13 Secretary may use the funds, facilities, and authorities of the 

14 Rural Development Insurance Fund under section 309A of 

15 the Consolidated Farm and Kurd Development Act to imple- 

16 ment the grant program under this subsection.". 

17 Sec. 4. Section 306(a) of the Consolidated Farm and 

18 Rural Development Act is amended by adding at the end 

19 thereof a new paragraph as follows: 

20 "(20) The Secretary may make grants, not to exceed 

21 $10,000,000 in total annually, to associations described in 

22 paragraph (1) of this subsection to test cost-effective methods 

23 of meeting the basic needs of rural residents who do not have 

24 and cannot afford safe drinking water facilities. Such grants 

25 may include, but are not limited to, financing for — 
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1 "(A) costs associated with the development, or im- 

2 provement of individual or small, multiuser drinking 

3 water facilities; 

4 ''(B) costs associated with enabling such rural 

5 residents to connect to community water supply sys- 

6 tems, such as the payment of connection fees; 

7 *'(C) costs associated with improving the oper- 

8 ation, maintenance, or management of small communi- 

9 ty water systems that currently are unable to provide 

10 safe drinking water at affordable rates to such rural 

11 residents; or 

12 "(D) costs associated with implementing other al- 

13 tematives to meeting the basic drinking water needs of 

14 such rural residents.". 

15 Sec. 5. The Secretary of Agriculture shall establish an 

16 office within the Farmers Home Administration of the De- 

17 partment of Agriculture whose purpose shall be to encourage 

18 innovation and the application of effective solutions to the 

19 economic and community development problems of rural 

20 areas. The office shall participate in the review of project 

21 proposals and in the oversight of project implementation of 

22 projects funded under sections 2 and 3 of this Act and shall 

23 perform such other functions as the Secretary may assign 

24 to it. 

O 
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100th congress 

IST Session 



H. R. 2026 



To provide that the Department of Agriculture shall be known as the Department 
of Agriculture and Rural Development, to transfer certain other programs 
within such Department to a newly established Rural Development Adminis- 
tration, and for other purposes. 



IN THE HOUSE OF REPRESENTATIVES 

April 9, 1987 

Mr. CoLEBiAN of Missouri (for himself, Mr. Jones of Tennessee, Mr. Madigan, 
Mr. English, Mr. Jeffords, Mr. Marlenee, Mr. Hugkabt, Mr. Hop- 
kins, Mr. Stangeland, Mr. Gligkbian, Mr. Stenholm, Mr. Volkmbb, 
Mr. Roberts, Mr. EifEBSON, Mr. Morrison of Washington, Mr. Gundbr- 
SON, Mr. Tallon, Mr. Robert F. Sbhth, Mr. Thomas of Georgia, Mr. 
GoMBEST, Mr. Taukb, Mr. Sghuette, Mr. Espy, Mr. Jontz, Mr. 
Grandt, Mr. Montgomery, Mr. Lott, Mr. Taylor, Mr. Traxler, Mr. 
MgHugh, Mrs. Smith of Nebraska, Mr. Livingston, Mr. Skblton, Mr. 
Watkins, Mr. Bereuter, Mr. Clinger, Mr. Dornan of California, Mr. 
Fazio, Mr. Pashayan, Mr. Willlams, Mr. Daub, Mr. Frank, Mr. 
McGoLLUM, Mr. Weber, Mr. Boulter, Mr. Robinson, Mr. Bubghnbr, 
Mr. Houghton, Mr. Upton, Mr. Stallings, and Mr. Whittakbr) intro- 
duced the following bill; which was referred to the Committee on Agriculture 



A BILL 

To provide that the Department of Agriculture shall be known 
as the Department of Agriculture and Rural Development, 
to transfer certain other programs within such Department 
to a newly established Rural Development Administration, 
and for other purposes. 

1 Be it enacted by the Senate and House of Representa- 

2 tives of the United States of America in Congress assembled, 
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1 That this Act may be cited as the "Rural Development Reor- 

2 ganization Act of 1987". 

3 TITLE I— REORGANIZATION OF THE 

4 DEPARTMENT OF AGRICULTURE 

6 BENAMINO OP DBPABTBIBNT OP AOBICULTUBB DBPABT- 

6 BIBNT OP AOBICULTUBAL AND BUBAL DBVELOPBCENT 

7 Sec. 101. (a) Title Xn of the Revised Statutes (7 

8 U.S.C. 2201 et seq.) is amended by striking out "Department 

9 of Agriculture" and "Secretary of Agriculture" each place it 

10 appears and inserting in lieu thereof "Department of Agricul- 

11 ture and Rural Development" and "Secretary of Agriculture 

12 and Rural Development", respectively. 

13 (b) Section 5312 of title 3, United States Code, is 

14 amended by striking out "Secretary of Agriculture" where it 

15 appears and inserting in lieu thereof "Secretary of Agricul- 

16 ture and Rural Development". 

17 BUBAL DBVELOPBIENT BBVITALIZATION 

18 Sec. 102. (a) The Secretary of Agriculture and Rural 

19 Development shall establish and maintam a revitalized na- 

20 tionwide rural development program as set forth in the Rural 

21 Development Act of 1972, the Rural Development Policy 

22 Act of 1980 (7 U.S.C. 2201 et seq.) and this Act utilizmg the 

23 resources and services available to the Department of Agri- 

24 culture and Rural Development and such other resources and 

25 services as may be provided by other Federal departments 
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1 and agencies, and by State and local governments and by 

2 other private or nonprofit institutions. 

3 (b) The Secretary shall perform his duties with respect 

4 to rural development as a primary function in supervising and 

5 controlling the Department of Agriculture and Kurd Devel- 

6 opment and in exercising his authority under law and regula- 

7 tions in coordination with other executive branch depart- 

8 ments and agencies, States and local governments, and other 

9 entities as it relates to rural development programs. 

10 (c) The Secretary shall have the responsibility and au- 

11 thority to coordinate a revitalized nationwide rural develop- 

12 ment program in cooperation with other Federal Depart- 

13 ments and agencies, State and local governments, as well as 

14 private and nonprofit institutions that will more effectively 

15 strengthen the family farm system and meet the needs for 

16 employment, training, education, health and other services 

17 for residents of rural areas. 

18 ESTABLISHMENT OF BUBAL DEVELOPMENT 

19 ABMINISTBATION 

20 Sec. 103. (a) There is hereby established, in the De- 

21 partment of Agriculture and Rural Development, a Rural 

22 Development Administration, that shall be headed by an Ad- 

23 ministrator appointed by the Secretary of Agriculture and 

24 Rural Development, by and with the advise and consent of 

25 the Senate. 
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1 (b) Section 5316 of title 5, United States Code, is 

2 amended by striking out ''Administrator, Farmers Home Ad- 

3 ministration'' where it appears, and inserting the following: 

4 ''Administrator, Farmers Home Administration, 

5 Department of Agriculture and Rural Development. 

6 "Administrator, Rural Development Administra- 

7 tion. Department of Agriculture and Rural Develop- 

8 ment.". 

9 AMENDMENT TO BUBAL DEVELOPMENT ACT OP 1972 

10 Sec. 104. The Rural Development Act of 1972 (7 

11 U.S.C. 2201 et seq. and 2661 et seq.) is amended by adding 

12 at the end thereof the following new section: 

13 "Sec. 608. Rubal Development Administba- 

14 tion. — Title Y and title YI of this Act shall be carried out 

15 through the Rural Development Administration.". 

16 TBAN8PEB OF ENTITIES OB FUNCTIONS TO THE BUBAL 

17 DEVELOPMENT ADMINISTBATION 

18 Sec. 105. (a) The Secretary of Agriculture and Rural 

19 Development shall transfer from within the Department of 

20 Agriculture and Rural Development to the Rural Develop- 

21 ment Administration as soon as reasonably possible after the 

22 date of enactment of this Act, those agencies, offices, or other 

23 entities, or elements thereof, that perform rural development 

24 functions (that may include, if the Secretary so determines, 

25 rural housing) such as, but not limited to, the following: 
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1 (1) the rural economics elements of the Agricul- 

2 tural and Rural Economics Division of the Economic 

3 Research Division of the Department of Agriculture 

4 and Rural Development; and 

5 (2) the rural development research elements of the 

6 Cooperative State Research Service, Department of 

7 Agriculture and Rural Development. 

8 (b) The Secretary shall establish within the Rural De- 

9 velopment Administration such divisions or agencies that will 

10 coordinate rural education and training, conduct grant pro- 

11 grams and research for rural development, perform intergov- 

12 emmental and public affairs on behalf of rural development 

13 and such other programs and activities as the Secretary may 

14 determine appropriate. 

15 (c) The Secretary shall report to the chairman of the 

16 Committee on Agriculture, House of Representatives and the 

17 chairman of the Conunittee on Agriculture, Nutrition, and 

18 Forestry of the Senate not later than one year after the date 

19 of enactment of this Act with respect to the actions taken, or 

20 a deadline for action to be taken, under this section. 

21 EXPANSION OP BESOUBCE G0N8EBVATI0N AND 

22 DEVELOPMENT PBOOBAM 

23 Sec. 106. Section 1536 of the Agriculture and Food 

24 Act of 1981 (16 U.S.C. 3459) is amended by striking out 

25 ''two hundred and twenty-five'' and inserting in lieu thereof 

26 "four hundred and fifty". 
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1 OFFICE OF ADVOCACY FOB BUBAL DEVELOPMENT 

2 Sec. 107. (a) There is established within the Rural De- 

3 velopment Administration an Office of Advocacy for Rural 

4 Development. The management of the Office shall be vested 

5 in a Chief Counsel for Advocacy who shall be appointed by 

6 the President, by and with the advice and consent of the 

7 Senate. 

8 (b) The primary functions of the Office of Advocacy for 

9 Rural Development shall be to — 

10 (1) examine the role of rural development in the 

11 American economy and the contribution that rural de- 

12 velopment can make in improving economic opportuni- 

13 ties for farmers, residents of rural communities, the 

14 rural unemployed, and those persons in rural areas en- 

15 tering the job market for the first time; 

16 (2) encourage economic and social mobility for all 

17 citizens living in rural areas, analyze ways in which 

18 the loss of businesses in rural communities can be re- 

19 versed, and stimulate innovation in attracting business- 

20 es to rural communities; 

21 (3) encourage entrepreneurship in rural communi- 

22 ties through financial, work force, environment, and 

23 other incentives; 
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1 (4) expand training opportunities for the unem- 

2 ployed, displaced fanners, and young persons entering 

3 the job market; 

4 (5) provide an avenue through which new and un- 

5 tested products and services can be brought to the 

6 marketplace; 

7 (6) assess the effectiveness of Federal grant-in-aid 

8 programs and existing Federal subsidy and assistance 

9 programs that may be available for rural development 

10 and assess the desirability of (a) revising the emphasis 

11 on certain existing programs, (b) increasing the empha- 

12 sis on general assistance programs designed to benefit 

13 all rural areas, and (c) changing the formulas for cer- 

14 tain grants or subsidies to States so as to benefit rural 

15 areas; 

16 (7) measure the effects of Federal, State, and 

17 local government regulations and policies on rural de- 

18 velopment and make legislative and nonlegislative pro- 

19 posals for enhancing business opportunities in rural 

20 commimities; 

21 (8) determine the impact of the tax structure on 

22 rural development and make legislative and other pro- 

23 posals for altering the tax structure to enable the rural 

24 development program to realize its potential for con- 

25 tributing to the Nation's economic well-being; 
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1 (9) evaluate the ability of financial markets and 

2 institutions to meet rural community credit needs and 

3 determine the impact of government demands for credit 

4 on rural development; 

5 (10) determine financial resource availability in 

6 rural areas and recommend methods for delivery of fi- 

7 nancial assistance to rural enterprises, including meth- 

8 ods for securing equity capital, for generating markets 

9 for goods and services, for providing effective vocation- 

10 al and general education to rural residents, for provid- 

11 ing more effective management and technical assist- 

12 ance and training, and for assistance in complying with 

13 Federal, State, and local laws; 

14 (11) evaluate the efforts of Federal agencies, busi- 

15 ness and industry to assist rural development; 

16 (12) assess the effectiveness of the program to 

17 locate or relocate Federal Government offices and 

18 other activities in rural areas as provided in section 

19 603(c) of the Rural Development Act of 1972 (7 

20 U.S.C. 2204a). 

21 (13) evaluate the extent and the effectiveness of 

22 the potential for, or an adopted, Department of De- 

23 fense procurement program in rural areas. 
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1 (14) make such recommendations as may be ap- 

2 propriate to assist the development and strengthening 

3 of business enterprises in rural areas; 

4 (15) recommend specific measures for creating an 

5 environment in which businesses will have the opportu- 

6 nity to compete effectively and expand to their full po- 

7 tential in rural areas, and to ascertafai the common rea- 

8 sons, if any, for business successes and failures in rural 

9 communities; 

10 (16) determine the desirability of developing a set 

11 of rational and objective criteria to be used to define 

12 rural development areas, and to develop such criteria, 

13 if appropriate; and 

14 (17) cooperate with, and consult with, the Chief 

15 Counsel of the Office of Advocacy, Small Business Ad- 

16 ministration with respect to the exchange of informa- 

17 tion, data, policies and activities that may enhance 

18 rural development. 

19 (c) The Office of Advocacy shall also perform the foDow- 

20 ing duties, among others, on a continuing basis: 

21 (1) represent the views and interests of rural de- 

22 velopment before other Federal agencies whose policies 

23 and activities may affect rural development; 

24 (2) counsel those interested in rural development 

25 on how to resolve questions and problems concerning 
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1 the relationship of rural development to the Federal 

2 Government; 

3 (3) enlist the cooperation and assistance of public 

4 and private agencies, businesses, and other organiza- 

5 tions in disseminating information about the programs 

6 and services provided by the Federal Government that 

7 are of benefit to rural development and in disseminat- 

8 ing information on how businesses or other entities can 

9 participate in, or make use of, such rural development 

10 programs and services; 

11 (4) develop proposals for changes in the policies 

12 and activities of any agency of the Federal Gt)vem- 

13 ment which wiU better fulfill the purposes of the Rural 

14 Development Administration and communicate such 

15 proposals to the appropriate Federal agencies; and 

16 (5) serve as a focal point for the receipt of com- 

17 plaints, criticisms, and suggestions concerning the poli- 

18 cies and activities of the Rural Development Adminis- 

19 tration and any other Federal agency which affects 

20 rural development. 

21 (d) Section 5316 of title 5, United States Code, is 

22 amended by adding at the end thereof the foUowing new 

23 item: 
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1 "Chief Counsel for Advocacy, Rural Development 

2 Administration, Department of Agriculture and Rural 

3 Development.". 

4 GOMPTBOLLEB OENEBAL'S BEPOBT TO THE PBESIDENT 

5 AND THE GONOBBSS 

6 Sec. 108. (a) The ComptroUer General shall conduct an 

7 evaluation of the agencies, divisions, or other entities of Fed- 

8 eral departments or agencies, or elements of programs ad- 

9 ministered by other Federal departments or agencies that 

10 perform functions or are assigned missions that could reason- 

11 ably be found to comprise a function or mission that could be 

12 transferred to the Secretary of Agriculture and Rural Devel- 

13 opment. The ComptroUer General shall prepare a report that 

14 shall describe the services, function, or mission conducted by 

15 the department or agency, or the element of a program con- 

16 ducted by such department or agency, that could be so trans- 

17 ferred as weU as the funding, personnel, and other resources 

18 committed by that department or agency to the service, func- 

19 tion, mission, or element of a program that is the subject of 

20 possible transfer. 

21 (b) The ComptroUer General shaU submit such report to 

22 the President and the Congress not later than one year after 

23 the date of enactment of this Act. 

24 Sec. 109. Section 603(c) of the Rural Development Act 

25 of 1972 (PubUc Law 92-419) as amended by the Rural De- 
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1 velopment Policy Act of 1980 (7 U.S.C. 2204a) is amended 

2 by— 

3 (1) inserting ''(1)'' after the subsection designa- 

4 tion; 

5 (2) redesignating paragraphs (1) and (2) as sub- 

6 paragraphs "(A)" and "(B)"; and 

7 (3) adding the foUowing new paragraph: 

8 "(2) The Secretary of Agriculture and Rural Develop- 

9 ment shall submit a report, by geographical areas of the 

10 United States, to the Congress — 

11 "(A) not less than six months after the date of en- 

12 actment of this Act, setting forth the extent to which 

13 provisions of this paragraph were complied with during 

14 the period for fiscal years 1981 through 1986; and 

15 "(B) not later than six months after the end of 

16 each fiscal year, commencing with fiscal year 1987, 

17 the extent to which offices and other activities of the 

18 Federal Government were located or relocated to rural 

19 areas.". 
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1 TITLE n— STATE COOPERATIVE AGREEMENTS 

2 AND PLANS 

3 COOPEBATIVE AOBEEMENTS ENTERED INTO WITH STATES 

4 AND STATE SUBMISSION OF COMPBEHENSIVE BUBAL 

5 DEVELOPMENT PLANS 

6 Sec. 201. (a) The Administrator, Rural Development 

7 Administration, may enter into cooperative agreements with 

8 States— 

9 (1) to delegate to any State the authority to coop- 

10 erate in carrying out the provisions of this Act or other 

11 laws relating to rural development, to train personnel 

12 of the State in the implementation of this Act, and to 

13 assist States in implementing, monitoring, administer- 

14 ing or enforcing Federal rural development programs; 

15 and 

16 (2) to assist States in the development and admin- 

17 istration of Federal programs that provide (a) job re- 

18 training for rural residents; (b) educational opportuni- 

19 ties for rural residents; (c) health programs for rural 

20 residents, including in-patient and out-patient services; 

21 (d) investment incentives for businesses that expand or 

22 locate in rural areas; and (e) information, data, technol- 

23 ogy, planning and other development assistance to 

24 rural residents, connnunities, businesses and other 

25 persons. 
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1 (bKl) Prior to entering into any agreement with any 

2 State as provided in subsection (a) and prior to receiving any 

3 block grant funding, grant-in-aid or other funding from the 

4 Federal Government for rural development program purposes 

5 as provided in this Act, each State shall submit for approval 

6 by the Secretary of Agriculture and Rural Development a 

7 comprehensive plan for the establishment and operation of a 

8 rural development program to the Secretary incorporating 

9 such features as are provided for in this Act and other rural 

10 development laws and as the Secretary may require by regu- 

11 lation. Such plans may be amended periodically or as other- 

12 wise provided by the Secretary by regulation. 

13 (2) The comprehensive plan submitted by the State shall 

14 include the designation by the State of rural areas located 

15 within the State, and outside metropolitan statistical areas, 

16 that are nominated as such areas eligible for grants and other 

17 assistance, under this Act and other laws, from the Federal 

18 Government and such designations shall be subject to ap- 

19 proval by the Secretary. The Secretary shall issue regula- 

20 tions setting forth the procedures and criteria for designation 

21 by States of rural areas. 

22 (c) The Secretary and heads of other Federal depart- 

23 ments and agencies may, in addition, enter into agreements 

24 with State and local governments to provide educational 
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1 traming, job traming, health services and other benefits to 

2 residents of rural areas. 

3 (d) The Administrator, Rural Development Administra- 

4 tion shall in cooperation with the Secretary use the services 

5 of the Cooperative State Extension Service to inform and 

6 educate rural residents about education and training, health 

7 and other services made available under this Act or other 

8 laws relating to rural development. 

9 NATIONAL BUBAL ASSISTANCE INFOBMATION 

10 GLEABINOHOUSB 

11 Sec. 202. (a) The Secretary of Agriculture and Rural 

12 Development shall establish in the National Agricultural Li- 

13 brary an entity to be known as the National Rural Assistance 

14 Information Clearinghouse (hereinafter in this Act referred to 

15 as the ''Clearinghouse'') to perform the functions specified in 

16 subsection (b). 

17 (b) The Clearinghouse shall provide and distribute infor- 

18 mation and data to any industry, organization, or Federal, 

19 State, or local government entity, on request, about Federal, 

20 State, and local programs and services, and programs and 

21 services operated by private nonprofit organizations or insti- 

22 tutions, under which individuals residing in, or organizations 

23 and State and local government entities operating in, a rural 

24 area (as designated in section 201(b) of this Act) may be eli- 

25 gible for any kind of assistance, including, but not limited to, 
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1 job training, education, health care, and economic develop- 

2 ment assistance, and emotional and financial counseling. 

3 (c) On request of the Secretary, the head of any Federal 

4 agency shall provide to the Clearinghouse such information 

5 as the Secretary may request to carry out the functions speci- 

6 fied in subsection (b). 

7 (d) The Secretary shall request State and local govem- 

8 ments and private nonprofit organizations and institutions to 

9 provide to the Clearinghouse such information as such agen- 

10 cies and organizations may have about any program or serv- 

11 ice of such agencies, organizations and institutions under 

12 which individuals residing in a rural area may be eligible for 

13 any kind of assistance, including, but not limited to, job train- 

14 ing, educational, health care, and economic development as- 

15 sistance, and emotional and financial coimseling. 

16 TITLE m— RURAL TECHNOLOGY GRANTS 

17 AMENDMENTS TO CONSOLIDATED PABM AND BUBAL 

18 DEVELOPMENT ACT 

19 Sec. 301. (a) Section 309(e) of the Consolidated Farm 

20 and Rural Development Act (7 U.S.C. 1929(e)) is amended 

21 by striking out 'Tanners Home Administration" and insert- 

22 ing in lieu thereof ''Farmers Home Administration and Rural 

23 Development Administration". 
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1 (b) Section 310B of the Consolidated Farm and Rural 

2 Development Act (7 U.S.C. 1932) is amended by inserting at 

3 the end thereof the foUowing new subsections: 

4 ''(fKl) The Secretary shall make grants under this sub- 

5 section to nonprofit institutions for the purpose of enabling 

6 such institutions to establish and operate centers for rural 

7 technology development. 

8 ''(2) Any nonprofit institution seeking a grant under 

9 paragraph (1) shall submit to the Secretary an application 

10 containing a plan for the establishment and operation by such 

11 institution of a center for rural technology development. The 

12 Secretary may approve such application if such plan contains 

13 the foUowing: 

14 ''(A) A provision that substantiates that such cen- 

15 ters will effectively serve rural areas in the United 

16 States. 

17 "(B) A provision that the primary objective of 

18 such center wiU be to improve the economic condition 

19 of rural areas by promoting the development (through 

20 technology innovation) and the adaptation of existing 

21 technology and commercialization of — 

22 ''(i) new services and products that can be 

23 produced or provided in rural areas; and 

24 ''(ii) new processes that can be utilized in the 

25 production of products in rural areas. 
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1 ''(G) A description of the activities which such 

2 center will carry out to accomplish such objective. 

3 Such activities may include the following: 

4 ''(i) Programs for technology research, inves- 

5 tigations, and basic feasibility studies in any field 

6 and discipline for the purpose of generating princi- 

7 pies, facts, technical knowledge, new technology, 

8 and other information which may be useful to 

9 rural industries, agribusinesses, and other persons, 

10 in rural areas served by such centers in the devel- 

11 opment, and commercialization of new products 

12 and processes. 

13 ''(ii) Programs for the collection, interpreta- 

14 tion, and dissemination of existing principles, 

15 facts, technical knowledge, new technology, and 

16 other information which may be useful to rural in- 

17 dustries, agribusinesses, and other persons, in 

18 rural areas served by the center in the develop- 

19 ment and commercialization of new products and 

20 processes. 

21 ''(iii) Programs providing training and in- 

22 struction for individuals residing in rural areas 

23 served by the center with respect to the develop- 

24 ment (through technological innovation and adap- 
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1 tation of existing technology) and commercializa- 

2 tion of new products and processes. 

3 "(iv) Programs providing loans and grants to 

4 individuals in rural areas served by the center and 

5 to small businesses in rural areas served by the 

6 center for purposes of generating, evaluating, de- 

7 veloping, and commercializing new products and 

8 processes. 

9 "(v) Programs providing technical assistance 

10 and advisory services to individuals, small busi- 

11 nesses, and industries, in rural areas served by 

12 the center for purposes of developing and com- 

13 mercializing new products and processes. 

14 "(D) A description of the contributions which such 

15 activities are likely to make to the improvement of the 

16 economic condition of the rural area for which such 

17 center will provide services. 

18 "(E) Provisions that such center, in carrying out 

19 such activities will seek, where appropriate, the advice, 

20 participation, expertise, and assistance of representa- 

21 tives of business, industry, educational institutions, the 

22 Federal Government, and State and local governments. 

23 "(F) Provisions that such center — 

24 "(i) will consult with any college or universi- 

25 ty administering any program under title V of the 
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1 Bural Development Act of 1972 (7 U.S.C. 2661 

2 et seq.) in the State in which such center is lo- 

3 cated; and 

4 "(ii) will cooperate with such coUege or uni- 

5 versity in the coordination of such activities and 

6 such program. 

7 ''(G) Provisions that such center will take all 

8 practicable steps to develop continuing sources of fi- 

9 nancial support for such center, particularly from 

10 sources in the private sector. 

11 "(H) Provisions for— 

12 ''(i) the monitoring and evaluation of such 

13 activities by the institution operating such center; 

14 and 

15 ''(ii) the accounting of money received by 

16 such institution under this section. 

17 "(I) Provisions that such center will provide for 

18 the optimum application of such technology in rural 

19 areas, especially those areas adversely impacted by a 

20 depressed farm economy, through the establishment of 

21 demonstration projects and subcenters for rural tech- 

22 nology development where the technology can be im- 

23 plemented by communities, community colleges, busi- 

24 nesses and other institutions to improve local economic 

25 conditions. 
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1 ''(3) Grants made under paragraph (1) shall be made on 

2 a competitive basis. In making grants under paragraph (1), 

3 the Secretary shall give preference to grant applications pro- 

4 viding for the establishment of centers for rural technology 

5 development that — 

6 "(A) can demonstrate the capability to transfer for 

7 practical application the technology generated at such 

8 centers to rural areas and the ability to conunercialize 

9 products and processes in such areas; 

10 "(B) will effectively serve in rural areas which 

11 have — 

12 "(i) few rural industries and agribusinesses; 

13 "(ii) high levels of unemployment; 

14 "(iii) high rates of migration of people, busi- 

15 nesses, and industries; and 

16 "(iv) low levels of per capita income; and 

17 "(C) will contribute the most to the improvement 

18 of economic conditions of rural areas. 

19 "(4) As used in this subsection — 

20 "(A) the term 'nonprofit institution' means any or- 

21 ganization or institution, including any accredited insti- 

22 tution of higher education, no part of the net earnings 

23 of which inures, or may lawfully inure, to the benefit of 

24 any private shareholder or individual; 
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1 ''(B) the term 'United States' means the several 

2 States, the District of Colmnbia, the Conunonwealth of 

3 Puerto Bico, the Commonwealth of the Northern Mari- 

4 ana Islands, and the territories and possessions of the 

5 United States; and 

6 "(C) the term 'rural area' means an area desig- 

7 nated by a State and approved by the Secretary of Ag- 

8 riculture and Bural Development as part of the com- 

9 prehensive plan submitted under section 201(b) of the 

10 Bural Development Beorganization Act of 1987. 

11 "(g) In carrying out this section, the Secretary may pro- 

12 vide technical assistance to alleviate or prevent conditions of 

13 excessive unemployment or underemployment of persons re- 

14 siding in economically distressed rural areas which the Secre- 

15 tary determines have a substantial need for such assistance. 

16 Such assistance shall include planning and feasibility studies, 

17 management and operational assistance, and studies evaluat- 

18 ing the needs for and development potential of projects which 

19 increase employment and improve economic growth in such 

20 areas. 

21 "(h) The Secretary may make grants to defray not to 

22 exceed 75 per centum of the administrative costs incurred by 

23 organizations and public bodies to carry out projects for 

24 which grants or loans are made under subsection (f). For pur- 

25 poses of determining the non-Federal share of such costs, the 
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1 Secretary shall consider contributions in cash and in kind, 

2 fairly evaluated, including but not limited to premises, equip- 

3 ment, and services. 

4 ''(i) There are authorized to be appropriated such siuns 

5 as may be necessary to carry out the purposes of subsections 

6 (0> (g)» a^d (h) of this section. Any expenditure pursuant to 

7 such subsections shall be effective only to the extent, or in 

8 such amounts, as are provided for in advance in appropriation 

9 Acts.". 

10 CONFOBBfmO AliENDBfENTS 

11 Sec. 302. (a) The first sentence of section 331 of the 

12 Consolidated Farm and Bural Development Act (7 U.S.C. 

13 1981) is amended— 

14 (1) by striking out 'Tor the purposes of this title 

15 and" and inserting in lieu thereof ''In accordance with 

16 section 349 of this subtitle, for purposes of this tide, 

17 and", 

18 (2) by inserting before the period "or to the Bural 

19 Development Administration". 

20 (b) Section 331(d) of the Consolidated Farm and Bural 

21 Development Act (7 U.S.C. 1981(d)) is amended by striking 

22 out "under any of its programs" and inserting in lieu thereof 

23 ", or the Bural Development Administration under any of 

24 their programs,". 

25 (c) Section 331(h) of the Consolidated Farm and Bural 

26 Development Act (7 U.S.C. 1981(h)) is amended by striking 
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1 out 'Tarmers Home Administration" and inserting in lieu 

2 thereof '% the Rural Development Administration under 

3 this title or the Farmers Home Administration". 

4 (d) Section 331(i) of the Consolidated Farm and Bural 

5 Development Act (7 U.S.C. 1981(i)) is amended by striking 

6 out 'Tanners Home Administration" and inserting in lieu 

7 thereof ''by the Rural Development Administration under 

8 this title or the Famrers Home Administration". 

9 (e) Section 331 A of the Consolidated Farm and Rural 

10 Development Act (7 U.S.C. 1981a) is amended by striking 

11 out "Farmers Home Administration, upon such terms as he" 

12 and inserting in lieu thereof "Administrator, Farmers Home 

13 Administration and the Administrator, Rural Development 

14 Administration, upon such terms as the Administrator". 

15 (f) Section 335(a) of the Consolidated Farm and Rural 

16 Development Act (7 U.S.C. 1985(a)) is amended by striking 

17 out "Farmers Home Administration" and inserting in lieu 

18 thereof "Farmers Home Administration and the Rural De- 

19 velopment Administration". 

20 (g) Section 335(c) of the Consolidated Farm and Rural 

21 Development Act (7 U.S.C. 1985(c)) is amended by inserting 

22 "the provisions of this title administered by the Rural Devel- 

23 opment Administration or" after "consistent with". 

24 (h) Section 338(a) of the Consolidated Farm and Rural 

25 Development Act (7 U.S.C. 1988(a)) is amended by striking 
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1 out 'Tarmers Home Administration" and inserting in lieu 

2 thereof 'Tanners Home Administration, or the Rural Devel- 

3 opment Administration". 

4 (i) The first sentence of section 347 of the Consolidated 

5 Farm and Rural Development Act (7 U.S.C. 1955) is amend- 

6 ed by inserting "or any program administered under this title 

7 by the Rural Development Administration" before the period. 

8 (]) The Consolidated Farm and Rural Development Act 

9 (7 U.S.C. 1921 et seq.) is amended by adding at the end 

10 thereof the foUowing new section: 

11 ''Sec. 349. (a) The Secretary shall carry out sections 

12 303 (in the case of loans made for purposes specified in para- 

13 graphs (2) and (3) of subsection (a)), section 306, section 

14 310A, section 310B (f), (g), and (h), and section 312(a) (m 

15 the case of loans made for the purposes specified in para- 

16 graphs (5) and (6)), through the Rural Development Adminis- 

17 tration. 

18 ''(b) Except as provided in subsection (a), or otherwise 

19 provided in this Act, the Secretary shall carry out the provi- 

20 sions of this Act through the Farmers Home Adminis- 

21 tration.". 

22 TITLE IV— SPECIAL GRANTS 

23 SPECIAL OBANTS FOB AOBICULTUBE ACTION CENTEBS 

24 Sec. 401. Section 502(f) of the Rural Development Act 

25 of 1972 (7 U.S.C. 2662(f)) is amended to read as follows: 

HB 9096 m 



Digitized by 



Google 



253 

26 

1 "(fKl)(A) The Secretary shall provide special grants for 

2 programs to assist individuals who have been — 

3 ''(i) adversely affected by the existing farm and 

4 rural economic crisis; 

5 "(ii) displaced from farming; and 

6 ''(iii) displaced from agriculture-related businesses 

7 and industries whose companies have been adversely 

8 affected by the decline in the agricultural economy. 

9 ''(B) Such grants shall provide to the individuals named 

10 in subparagraph (A) services that shall include, but not be 

11 limited to, the following: 

12 ''(i) crisis management counseling and outreach 

13 counseling that would include the family; 

14 "(ii) assistance in the evaluation of their financial 

15 condition, in the preparation of financial plans, and 

16 in implementing financial plans and management 

17 strategies; 

18 ''(iii) evaluation of vocational skills and counseling 

19 in enhancing such skills; 

20 "(iv) assistance in obtaining training in basic, re- 

21 medial and literacy skills; 

22 "(v) assistance in job search and training in job- 

23 seeking skills; 

24 ''(vi) assistance in obtaining training for operating 

25 a business or enterprise; 
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1 ''(vii) provide for formal and on-the-job training to 

2 the maximnm extent practicable; 

3 ''(viii) providing tuition assistance (including fees, 

4 books and other expenses of educational training) to 

5 the maximum extent practicable; 

6 ''(ix) providing support, to the extent practicable, 

7 to State and local government and private mental 

8 health officials in developing outreach programs in 

9 rural areas. 

10 ''(C) Recipients of a grant under this subsection may 

11 contract for the delivery of such services with private non- 
12 profit organizations, units of local government. State agen- 

13 cies, accredited educational institutions, and other public and 

14 private nonprofit agencies and organizations such as, but not 

15 limited to, the following: 

16 "(i) community colleges; 

17 ''(ii) vocational and technical schools; 

18 ''(iii) universities and colleges; and 

19 "(iv) other appropriate conununity organizations. 

20 "(D) The Extension Service, Department of Agriculture 

21 and Rural Development, is encouraged to work with State 

22 agencies, units of local government, and other public and pri- 

23 vate nonprofit agencies and organizations in developing a 

24 comprehensive plan for the use of the special grant funds and 

25 the delivery of services provided for in this subsection. 
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1 "(2) Grants may be made under paragraph (1) during 

2 the period beginning on the date of enactment of the Bural 

3 Development Reorganization Act of 1987 and ending five 

4 years after such date. 

5 "(3) There are authorized to be appropriated such sums 

6 as may be necessary to carry out the purposes of this subsec- 

7 tion. Any expenditures made pursuant to this subsection shall 

8 be effective only to the extent, or in such amounts, as are 

9 provided for in advance in appropriation Acts.". 

10 TITLE V— MISCELLANEOUS AMENDMENTS 

11 CONFOBMINO AMENBBfENTS 

12 Sec. 501. (a)(1) Section 657 of title 18, United States 

13 Code, is amended by inserting '', or the Rural Development 

14 Administration" after 'Tanners' Home Administration". 

15 (2) Section 658 of title 18, United States Code, is 

16 amended by inserting *\ or the Rural Development Adminis- 

17 tration" after "Farmers' Home Administration". 

18 (3) Section 1006 of title 18, United States Code, is 

19 amended by inserting *\ or the Rural Development Adminis- 

20 tration" after "Farmers' Home Administration". 

21 (4) Section 1014 of title 18, United States Code, is 

22 amended by inserting ", or the Rural Development Adminis- 

23 tration" after "Farmers' Home Administration". 

24 (b)(1) Section 623(c)(2) of the Community Economic 

25 Development Act of 1981 (42 U.S.C. 9812(c)(2)) is amended 
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1 by inserting *\ or the Rural Development Administration" 

2 after 'Tanners' Home Administration". 

3 (2) Section 628 of the Oonunmiity Economic Develop- 

4 ment Act of 1981 (42 U.S.C. 9817) is amended— 

5 (A) by amending the heading to read "depabt- 

6 BfENT OF AOBICULTUBE AND BUBAL DEVBLOPBfENT; 

7 BUBAL DEVELOPBfENT ADIONISTBATION PBOOBAMS", 

8 and 

9 (B) by inserting ", or the Rural Development Ad- 

10 ministration" after 'Tanners Home Administration". 

11 TITLE VI— ADMINISTRATIVE PROVISIONS 

12 BEFEBENGES 

13 Sec. 601. (a) Any reference in any law, regulation, or 

14 order in effect immediately before the effective date of this 

15 Act to the Department of Agriculture shall be deemed to be a 

16 reference to the Department of Agriculture and Rural 

17 Development. 

18 (b) Any reference in any law, regulation, or order in 

19 effect immediately before the effective date of this Act to the 

20 Secretary of Agriculture, or any other officer or employee of 

21 the Department of Agriculture, shall be deemed to be a refer- 

22 ence to the Secretary of Agriculture and Rural Development, 

23 or an officer or employee of the Department of Agriculture 

24 and Rural Development, as the case may be. 
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1 (c) Any reference in any law, regulation, or order in 

2 effect immediately before the effective date of this Act to the 

3 Farmers Home Administration or Farmers' Home Adminis- 

4 tration or to the Administrator of the Farmers Home Admin- 

5 istration or of the Farmers' Home Administration relating to 

6 any function, power, or duty which is, on or after such effec- 

7 tive date, a function, power, or duty of the Rural Develop- 

8 ment Administration or the Administrator of the Rural De- 

9 velopment Administration, shall be deemed to be a reference 

10 to the Rural Development Administration or to the Adminis- 

11 trator of the Rural Development Administration, as the case 

12 maybe. 

13 mCIDBNTAL TBAN8FBB8 

14 Sec. 602. (a) The Secretary of Agriculture and Rural 

15 Development shall make such determinations, and shall 

16 transfer such personnel from the Farmers Home Administra- 

17 tion, as may be necessary or appropriate with regard to the 

18 functions transferred by this Act to the Rural Development 

19 Administration. The Secretary shall also make such addition- 

20 al incidental dispositions of personnel, assets, liabilities, con- 

21 tracts, property, records, and unexpended balances of appro- 

22 priations, authorizations, allocations, and other funds held, 

23 used, arising from, available, or to be made available in con- 

24 nection with the functions transferred by this Act, as the Sec- 

25 retary may deem necessary to accomplish the purposes of this 

26 Act. 
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1 (b) The Administrator of the Farmers Home Adminis- 

2 tration and the Secretary of Agriculture and Rural Develop- 

3 ment shall take whatever steps are necessary to assure the 

4 effective and efficient transfer of authority as provided for in 

5 this Act and the amendments to other laws made by this Act. 

6 abatebient: succession in intebest 

7 Sec. 603. (a)(1) No suit, action, or other proceeding 

8 commenced before the effective date of this Act by or against 

9 any officer of the Farmers Home Administration in the offi- 

10 cial capacity of such officer shall abate by reason of this Act 

11 or any amendment made by this Act. 

12 (2) No cause of action arising before the effective date of 

13 this Act by or agahist the Farmers Home Administration 

14 shall abate by reason of this Act or any amendment made by 

15 this Act. 

16 (b) If, before the effective date of this Act, the Farmers 

17 Home Administration, or any officer of the Farmers Home 

18 Administration in the official capacity of such officer, is a 

19 party to a suit, action, or other proceeding and if by reason of 

20 this Act or any amendment made by this Act the function 

21 involved, or such officer named, in such suit, action, or pro- 

22 ceeding is transferred to the Rural Development Administra- 

23 tion, then such suit shall be continued with the Secretary of 

24 Agriculture and Rural Development and the Administrator, 

25 Rural Development Administration, or other appropriate offi- 

26 cer of the Department substituted or added as a party. 
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1 (c) The rights, interests, obligations, and duties of the 

2 Farmers Home Administration arising before the effective 

3 date of this Act out of any — 

4 (1) loan made, insured, or guaranteed, or 

5 (2) grant or contract made, 

6 by the Farmers Home Administration in the exercise of its 

7 functions will continue to be vested in the Farmers Home 

8 Administration (except with respect to any function to be ex- 

9 ercised after the effective date of this Act by the Bural De- 

10 velopment Administration), and in the Rural Development 

11 Administration (with respect to any function to be exercised 

12 after the effective date of this Act by the Bural Development 

13 Administration). 

14 BEOULATIONS 

15 Sec. 604. The Secretary of Agriculture and Rural De- 

16 velopment shall prescribe such regulations as may be neces- 

17 sary to carry out this Act. 

18 TITLE Vn— BLOCK GRANTS 

19 Subtitle A — ^Rural Development Assistance Grant 

20 COBfBINATION OP CBBTAIN BUBAL DEVELPMBNT A88I8T- 

21 ANCE OBANT PBOOBAMS INTO A SINGLE OBANT 

22 PBOOBAM 

23 Sec. 701. (a) Subsection (c) of section 310B of the Con- 

24 solidated Farm and Bural Development Act (7 U.S.C. 

25 1932(c)) is amended to read as foUows: 
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1 ''(c)(1) The Rural Development Administration shall 

2 nmke grants to States, pursuant to State rural development 

3 plans submitted and approved in accordance with title 11 of 

4 the Rural Development Reorganization Act of 1987 as the 

5 Administrator may select — 

6 "(A) to provide rural economic development tech- 

7 nical assistance, rural community leadership develop- 

8 ment, and conununity and areawide rural economic de- 

9 velopment planning; or 

10 ''(B) for measures designed to facilitate develop- 

11 ment of private business enterprises, including the de* 

12 velopment, construction, or acquisition of land, build- 

13 ings, plants, equipment, access streets and roads, park- 

14 ing areas, utility extensions, necessary water supply 

15 and waste disposal facilities, refinancing, services, and 

16 fees. 

17 ''(2) Any amounts appropriated under this subsection 

18 shall remain available until expended, and any amounts au- 

19 thorized for any fiscal year but not appropriated may be ap- 

20 propriated for any succeeding fiscal year. 

21 ''(3) The Secretary shall require that matching funds be 

22 provided by the States at such rate or amount as will insure a 

23 commitment to the purposes of the rural development pro- 

24 gram and a maintenance of effort by the States to a contin- 

25 ued effectiveness of the program. 
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1 "(4) There are authorized to be appropriated such sums 

2 as may be necessary to carry out the purposes of this subsec- 

3 tion. Any expenditures made pursuant to this subsection shall 

4 be effective only to the extent, or in such amounts, as are 

5 provided for in appropriation Acts/'. 

6 "(b) Paragraph (11) of section 306(a) of such Act is 

7 hereby repealed. 

8 Subtitle B — Rural Infrastructure Block Gh-ant Act 

9 DEFINITIONS 

10 SEC. 720. ALLOCATION TO STATE GOVERNMENTS. 

11 (a) For each fiscal year, tho Secretary of Agriculture 

12 and Rural Development shall allocate to each State, out of 

13 the amount appropriated for tho fiscal year under this sub- 

14 title, such sums according to a formula for the allocation of 

15 funds that the Secretary shall establish, subject to the disap- 

16 proval of Congress. The Secretary in establishing the formula 

17 shall take into consideration such factors as, but not limited 

18 to, the rural population of the State; the tax and revenue 

19 efforts of the State, including that devoted to rural develop- 

20 ment; the per capita income of the rural population of tho 

21 State; the unemployment rate in the State, especiaUy in rural 

22 areas impacted by a depressed agricultural economy; and 

23 other relevant factors. The Secretary shall submit such pro- 

24 posed formula within ninety days after enactment of this Act. 
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1 (b) The proposed formula for the allocation of funds shall 

2 be submitted by the Secretary to both Houses of Congress 

3 under this section and shall be promptly referred to the chair- 

4 man of the Committee on Agriculttu'e, House of Representa- 

5 tives and the chairman of the Committee on Agriculture, nu- 

6 trition, Foresty, United States Senate. The formula shall 

7 become effective unless there has been enacted into law a 

8 joint resolution disapproving, or substituting another formula 

9 for, such proposed formula within a ninety calendar day 

10 period of continuous session of the Congress (excluding Sat- 

11 urdays, Sundays, and holidays, and any day on which neither 

12 House is in session because of adjournment sine die, a recess 

13 of more than three days, or an adjournment of more than 

14 three days) beginning on the day after the proposed formula 

15 is transmitted by the Secretary to the Speaker of the House 

16 and the President of the Senate. The Secretary shall also 

17 include in such proposed formula a provision for State match- 

18 ing funds as provided in subsection (e) of this section. 

19 (c) The Secretary shall accompany the formula for the 

20 allocation of funds with proposed regulations, among others 

21 that the Secretary may wish to transmit, addressing the form 

22 of the appUcations for State grants; who, at what time and 

23 manner may make applications; requirements for the State 

24 plan and performance indicators as to how the Secretary wiU 

25 evaluate and measure compliance by States; any reporting 
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1 requirements for State grant recipients; and specific provi- 

2 sions on how grant funds may be used by State grant 

3 recipients. 

4 (d) The Secretary shall consult with the State govem- 

5 ments in proposing such formula and before transmitting the 

6 proposed formula to the Congress. 

7 (e) The Secretary shall require that matching funds be 

8 provided by the States at such rate or in such amount as will 

9 insure a conmiitmont to the purposes of the program and a 

10 maintenance of effort by each State to a continued effective- 

11 ness of the program. 

12 SEC. 721. PAYMENTS TO STATE GOVERNMENTS. 

13 (a) Except as provided under regulations of the Secre- 

14 tary of Agriculture and Rural Development and after the for- 

15 mula for allocation for funds has been adopted as provided in 

16 section 720, the Secretary shall determine allocations under 

17 this Act for a fiscal year by the first day of the third month 

18 before the beginning of the fiscal year. The Secretary shall 

19 pay State governments each total amount under this section 

20 in installments. An installment shall be paid at least once a 

21 quarter by the fifth day after the end of the quarter. The 

22 Secretary initially may estimate the amount of each 

23 installment. 

24 (b) The Secretary shall adjust a payment under this title 

25 to a State government to the extent that a prior payment to 
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1 the government was more or less than the amount required 

2 to be paid. However, the Secretary may increase or decrease 

3 a payment to the government only when the Secretary or the 

4 government demands the increase or decrease within one 

5 year after the end of the fiscal year for which the payment 

6 was made. 

7 (c) The Secretary may reserve a percentage (of not 

8 more than 0.5 per centum) of the amount under this section 

9 for a fiscal year for a State government when the Secretary 

10 considers the reserve is necessary to ensure the availability of 

11 sufficient amounts to pay adjustments after the final alloca- 

12 tion of amounts among the States. 

13 SEC. 722. USE OF FUNDS. 

14 (a) Funds allocated to a State government under this 

15 Act shall be used by that State government, for rural infra- 

16 structure development in accordance with — 

17 (1) such cooperative agreements as may have 

18 been entered into between the Rural Development Ad- 

19 ministration and the State; 

20 (2) the State plan submitted to and approved by 

21 the Secretary; 

22 (3) the requirements of this Act or other rural de- 

23 velopment law; and 

24 (4) such regulations as the Secretary may pre- 

25 scribe to carry out this Act. 
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1 (b) Each State receiving an allocation under this Act 

2 shall submit to the Secretary of Agriculture and Rural Devel- 

3 opment a rural infrastructure development plan that is part of 

4 the plan submitted under section 201(b) of this Act and up- 

5 dated or adjusted as provided by regulations issued by the 

6 Secretary that — 

7 (1) describes in detail the programs which will be 

8 established and operated with funds made available 

9 under this Act; and 

10 (2) provides for the allocation of such funds within 

11 the State. 

12 SEC. 724. AUTHORIZATION OF APPROPRIATIONS. 

13 There are authorized to be appropriated to make pay- 

14 monts to State governments and for other purposes author- 

15 ized under this Act, that are not otherwise authorized to be 

16 appropriated, such sums as may be necessary for fiscal years 

17 1988 through 1991. Any expenditures made pursuant to this 

18 subsection shall be effective only to the extent, or in such 

19 amounts, as are provided for in appropriation acts. 

20 TITLE Vm— SPECIAL ASSISTANT TO THE 

21 PRESIDENT FOR RURAL POLICY 

22 SEC. 801. CREATION OF A SPECIAL ASSISTANT TO THE 

23 PRESIDENT. 

24 (a) The President shall appoint, not later than ninety 

25 days after the date of enactment of this Act, a Special Assist- 
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1 ant to the President for Rural Policy (hereinafter referred to 

2 as the "Special Assistant'') to assist, advise, and make rec- 

3 ommendations to the President in order to improve and en- 

4 hance rural development programs carried out in the United 

5 States. 

6 (b) Section 5315 of title 5, United States Code is 

7 amended by adding at the end thereof the following new 

8 item: ''Special Assistant for Bural Policy/'. 

9 SEC. 802. DUTIES AND RESPONSIBIUnEa 

10 (a) The Special Assistant shall provide the leadership for 

11 coordination within the executive branch for programs affect- 

12 ing rural areas by using the services and assistance of execu- 

13 tive branch departments and agencies. 

14 (b)(1) The Special Assistant on behalf of the President 

15 shall conduct a systematic review of Federal programs affect- 

16 ing rural areas after consultation with the Administrator, 

17 Bural Development Administration, Chief Counsel for Advo- 

18 cacy, Office of Advocacy for Bural Development, and the 

19 Secretary of Agriculture and Bural Development — 

20 (A) to determine whether such areas are benefit- 

21 ing from such programs in an equitable proportion to 

22 the benefits received by urban areas, and 

23 (B) to identify any factors that may restrict acces- 

24 sibility to such programs in rural areas or limit partid- 

25 pation in such programs. 
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1 (2) Subject to section 552a of title 5, United States 

2 Code, the Special Assistant may secure directly from any 

3 Federal department or agency information necessary to carry 

4 out the Special Assistant's duties under this section. Upon 

5 request of the Special Assistant under this paragraph, the 

6 head of any such Federal department or agency shall furnish 

7 such information to the Special Assistant. 

8 (3) The Special Assistant shall monitor the cooperative 

9 efforts within Federal departments and agencies to improve 

10 the coordination and effectiveness of Federal programs, serv- 

11 ices, and actions affecting rural areas. The Special Assistant 

12 may request the heads of Federal departments and agencies 

13 to participate in any workii^ groups that the Special Assist- 

14 ant, after consultation with the Secretary of Agriculture and 

15 Rural Development, deems necessary to carry out this 

16 section. 

17 (4) The Special Assistant may conduct Presidential con- 

18 ferences to receive comments on any matter that the Special 

19 Assistant, after consultation with the Secretary of Agricul- 

20 ture and Rural Development, determines may have a signifi- 

21 cant impact on rural development or the economic develop- 

22 ment of rural areas. 

23 (c) The Special Assistant shall monitor the legislative 

24 process and advise the President and Congress how rural 
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1 areas would bo affected by legislation being considered by 

2 Congress. 

3 (d)(1) The Special Assistant shall as requested by the 

4 Secretary assist in the preparation of a comprehensive rural 

5 development strategy based on the needs, goals, objectives, 

6 plans, and recommendations of local communities, political 

7 subdivisions of States, States, and multistate regions, which 

8 is designed to — 

9 (A) maximize the effectiveness and increase the 

10 responsiveness of multidepartment and multiagency 

11 Federal programs to rural areas, and improve the de- 

12 livery of services, assistance, and benefits under such 

13 programs in rural areas; 

14 (B) increase the coordination of such Federal pro- 

15 grams with the development needs, objectives, and ro- 

16 sources of local communities, political subdivisions of 

17 States, States, and multistate regions; and 

18 (C) make recommendations to the President, after 

19 consultation with the Secretary of Agriculture and 

20 Rural Development, that would achieve the most offec- 

21 tive combinations of Federal, State, and local resources 

22 to meet the needs of rural areas for orderly growth and 

23 development. 

24 (2) The rural development strategy referred to in this 

25 subsection shall take into account the need to — 
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1 (A) improve the economic well-being of all rural 

2 residents and alleviate the problems of low income, el- 

3 derly, minority, and otherwise disadvantaged niral resi- 

4 dents; 

5 (B) improve the business and employment oppor- 

6 tunities, occupational training and employment serv- 

7 ices, health care services, educational opportunities, 

8 energy utilization and availability, and accessibility to 

9 and delivery of private and public financial resources in 

10 the maintenance and creation of jobs in rural areas; 

11 (C) improve State and local government manage- 

12 ment capabilities, institutions, and programs related to 

13 rural development and expand educational and training 

14 opportunities for State and local officials, particularly 

15 in small rural communities; 

16 (D) strengthen the family farm system; and 

17 (E) maintain and protect the environment and 

18 natural resources of rural areas. 

19 (3) The Special Assistant may conduct Presidential con- 

20 ferences and receive such suggestions and recommendations 

21 as the Special Assistant and the Secretary deem appropriate 

22 during the preparation of a rural development strategy. 

23 (4)(A) Not later than one year after the date of the en- 

24 actment of this Act, the Secretary shall transmit the rural 

25 development strategy to the Committee on Agriculttu'e of the 
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1 House of Representatives and the Committee on Agriculture, 

2 Nutrition, and Forestry of the Senate. 

3 (B) In each year beginning after such strategy is so 

4 transmitted, the Secretary shall transmit of such committees 

5 a report specifying whether such strategy has been modified 

6 in the year for which such report is made and containing a 

7 description of each such modification. 

8 (e) The Special Assistant shall utilize the Office of the 

9 President to maximize coordination of Federal programs af- 

10 fecting rural areas through a systematic effort to assist the 

11 Secretary in — 

12 (1) improving communication and encourage coop- 

13 eration among Federal departments and agencies in the 

14 administration of rural development programs; 

15 (2) eliminating conflicts, duplication, and gaps in 

16 program coverage, and resolve contradictions and in- 

17 consistencies in the objectives, administration, and ef- 

18 fects of rural development programs; 

19 (3) facilitating the sharing or common location of 

20 field offices of Federal agencies administering similar 

21 or complimentary programs and unification of delivery 

22 systems, where feasible, to maximize convenience and 

23 accessibility of such agencies and programs to rural 

24 residents; 
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1 (4) facilitating and expediting joint funding of 

2 rural projects through Federal programs; 

3 (5) identifying administrative problems in Federal 

4 programs that delay or hinder the effective delivery of 

5 services, assistance, or benefits to rural areas; and 

6 (6) recommendations for simplifying, standardiz- 

7 ing, and reducing the complexity of applications, re- 

8 ports, and other forms required under Federal rural 

9 development programs. 

10 TITLE IX— EFFECTIVE DATE 

11 EFFECTIVE DATE OF ACT AND AMENDMENTS 

12 Sec. 901. This Act and the amendments made by this 

13 Act shall take effect on the date of enactment except as 

14 otherwise provided. 

O 
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